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Certified Public Accountants 
Broadway Plaza, Suite 306 
16 N.W. 63rd St.
P.O. Box 13120 
Oklahoma City, OK 73113 
(405)848-7313 FAX (405)848-7316
James P. Luton 
Bruce L. Van Huisen
August 10, 1995
Ms. Dale R. Atherton
Vice President, Peer Review Division, File 3260
American Institute of CPA’s
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3811
Dear Dale:
I enjoyed the meeting in Chicago very much and it was nice to see you again. I have looked 
over the exposure draft and have some comments. My first impression of the Proposed 
Statements on Quality Control Standards was that it only rearranged the original 
pronouncement so why do it. As I thought about it I decided that the change in emphasis of 
matters warranted the issuance. I like it as is although I could make some argument 
concerning some of the elements. As I told you, in a previous task force studying the nine 
elements, the majority of the task force believed that advancement and inspection should both 
be removed from the list. (There were no suggested additions.) The AICPA staff informed 
us, after the recommendation, that there was no way the SEC would accept a reduction in the 
number of elements.
The monitoring portion of the exposure draft does cause me two problems. The first is the 
portion dealing with pre-issuance or post-issuance review of engagements. I believe an 
expansion of this section to include examples of what is intended would avoid problems for 
both firms and peer reviewers. The second is paragraphs 10 and 11 dealing exclusively with 
smaller firms. I cannot disagree with the statement these paragraphs make but the idea of 
making it bothers me greatly. The inspection problem in some reviews follows poor supervision 
reviews and that follows poor audit performance. The same person who cannot do an audit also 
can’t do an inspection. I know of no auditing pronouncement that specifies small firms as 
needing special assistance to perform an audit. I believe the reference is more general and that 
is what should be done here. This interpretation will put all small practice units on the spot to 
justify doing their own inspection.
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Another suggestion, not for inclusion in the publication above, is to rewrite the CPE course the 
AICPA has on inspection. I believe it is a four hour course. The Peer Review Committee 
might consider requiring attendance at this course for firm personnel involved in a significant 
way in the inspection. Many practitioners still don’t understand inspection and don’t know how 
to do one. A way to expand the course to eight hours might be to include materials on how to 
review audit workpapers. Many of the same practitioners who have problems with inspection 
also do poor review work.
Dale, If you have questions concerning any thing in the letter, please let me know.
Sincerely,
ames P. Luton
JPL/sf
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S H E R M A N  L. R O S E N F I E L D ,  C P A ,  P . A
8 1 2 4  S . W .  8 6 t h  T E R R A C E
M I A M I ,  F L O R I D A  3 3 1 - 4 3
( 3 0 5 )  5 3 5 - 4 7 4 2
S e p te m b e r  1 2 ,  1995
D a le  R. A t h e r t o n ,  V ic e  P r e s i d e n t
P e e r  R ev iew  D i v i s i o n ,  F i l e  3260
AICPA
201 P l a z a  T h r e e
H a r b o r s id e  F i n a n c i a l  C e n te r
J e r s e y  C i t y ,  New J e r s e y  0 7 3 1 1 -3 8 8 1
S u b j e c t :  Com m ents on E x p o s u re  D r a f t s  o f  P r o p o s e d  S t a t e m e n t s  on
Q u a l i t y  C o n t r o l  S ta n d a r d s
D e a r  D a le :
S in c e  I  w i l l  h a v e  t o  be  i n c o r p o r a t i n g  t h e  r e s u l t s  o f  t h e  f i n a l  
i s s u a n c e  o f  t h e  a b o v e  r e f e r e n c e d  S t a t e m e n t s  i n t o  t h e  n e x t  
r e v i s i o n  o f  t h e  Q u a l i t y  C o n t r o l  M anual f o r  CPA F i r m s , I  w o u ld  
l i k e  t o  t r y  t o  g e t  some o f  t h e  c h a n g e s  made i n t o  t h e  a c t u a l  
g u i d a n c e ,  i f  a t  a l l  p o s s i b l e .  A c c o r d i n g ly ,  I  o f f e r  t h e  
f o l l o w i n g  com m ents  f o r  y o u r  c o n s i d e r a t i o n .
( A l l  n u m b e rs  b e lo w  r e f e r  t o  p a r a g r a p h  n u m b e r s .)
S y s te m  o f  Q u a l i t y  C o n t r o l  f o r  a  CPA F i r m ’ s  A c c o u n t in g  an d  
A u d i t in g  P r a c t i c e :
6 . I  w o u ld  l i k e  t o  s e e  t h e  o r d e r  o f  e le m e n ts  b an d  c r e v e r s e d  
( s i n c e  you  h a v e  t o  a c c e p t  o r  c o n t i n u e  a c l i e n t  b e f o r e  y o u  w o rry  
a b o u t  t h e  p e r s o n n e l  on i t ) .
I f  t h i s  s u g g e s t i o n  i s  a c c e p t e d ,  you  w i l l  n e e d  t o  c h a n g e  t h e  
o r d e r  on P a r a g r a p h s  10 th r o u g h  1 5 .
8 .  I  w o u ld  l i k e  t o  s e e  t h e  w o rd s  " m a in ta i n  in d e p e n d e n c e  ( i n  
f a c t  a n d  i n  a p p e a r a n c e ) "  r e p l a c e d  w i th  t h e  w o rd s  " m e e t a l l  
a p p l i c a b l e  AICPA r e q u i r e m e n t s " .
2 3 . Of t h e  m any f i r m s  t h a t  I  a c t  a s  a d v i s o r  to#, n o t  a  s i n g l e  
o n e  h a s  a  w r i t t e n  q u a l i t y  c o n t r o l  d o c u m e n t . I t  seem s t h a t # ? f o r  
l o c a l  f irm s# , t h e  r e q u i r e m e n t s  f o r  a w r i t t e n  s y s te m  a r e  m et by  
t h e  s im p le  f i l l i n g  o u t  o f  t h e  c h e c k l i s t  o n c e  e v e r y  t h r e e  y e a r s .
I f  t h a t  i s  t o  c o n t i n u e ,  I  b e l i e v e  P a r a g r a p h s  23 an d  24 s h o u ld  
s p e c i f i c a l l y  a d d r e s s  t h a t  s i t u a t i o n .
M o n i to r in g  a  CPA F i r m ’s  A c c o u n tin g  an d  A u d i t in g  P r a c t i c e :
2 . The f i r s t  tw o  b u l l e t s  s h o u ld  be  r e v e r s e d  ( t o  co m p ly  w i th  t h e  
o r d e r  i n  w h ic h  t h e y  a c t u a l l y  h a p p e n  i n  CPA f i r m s ) .
D a le  R. A th e r to n  
S e p te m b e r  1 2 ,  1995 
P ag e  Two
In  t h e  p r e s e n t  s e c o n d  b u l l e t ,  n e x t  t o  t h e  w ord  " p r e - i s s u a n c e ” , I  
b e l i e v e  we s h o u ld  i n s e r t  t h e  f o l l o w i n g :  " ( c o n c u r r i n g ) "  —  s i n c e  
t h a t  i s  t h e  t e r m i n o l o g y  by  w h ic h  s u c h  r e v ie w s  a r e  n o r m a l ly  
r e f e r r e d  t o .
I n s p e c t i o n  P r o c e d u r e s :
O nce a g a i n ,  b a s e d  on my e x p e r i e n c e , t h e  i n s p e c t i o n  e l e m e n t  i s  
n o t  e v e n  r e a l l y  b e in g  a d d r e s s e d  f o r  m o s t l o c a l  f i r m s  ( i n  t h e i r  
p e e r  r e v i e w s ) .  I f  t h i s  i s  t o  c o n t i n u e ,  I  b e l i e v e  we o u g h t  t o  
a d d r e s s  i t  i n  t h i s  s e c t i o n .
P ag e  1 7 ,  F o o tn o t e  3 —  A f t e r  t h e  w ord  " w i t h i n "  I  w o u ld  l i k e  t o  
s e e  t h e  f o l l o w i n g  w o rd s  a d d e d :  " o r  e n g a g e d  b y "  — 's i n c e  many
f i r m s  e n g a g e  t h e  s e r v i c e s  o f  an  o u t s i d e  c o n s u l t a n t  t o  p e r f o r m  
t h e i r  p r e - i s s u a n c e  r e v ie w s  o f  f i n a n c i a l  s t a t e m e n t s ,  a n d  I  d o n ’ t  
b e l i e v e  t h a t  we s h o u ld  be p r o h i b i t i n g  th em  fro m  d o in g  s o .
9 .  I  w o u ld  l i k e  t o  s e e  t h e  w ord  " l o c a l "  e i t h e r  r e p l a c e  o r  be  
a d d e d  t o  w i th  t h e  w ord  " s m a l l e r " .
We a l r e a d y  d i d  t h i s  in  t h e  M anual —  s i n c e  we d i d n ' t  w a n t t o  
h a v e  a n y o n e  i n s u l t e d  by  u s e  o f  t h e  w ord  " s m a l l " .
I  b e l i e v e  t h e  h e a d e r /  b e f o r e  P a r a g r a p h  10/; s h o u ld  r e a l l y  be 
b e f o r e  P a r a g r a p h  9 .
10 an d  1 1 . T h e re  a r e  o t h e r  w ays t h a t  s o l e  p r a c t i t i o n e r s  ( w i th  
no o t h e r  e x p e r i e n c e d  s t a f f )  c a n  e f f e c t i v e l y  m o n i to r  t h e i r  
p r a c t i c e .  T h e s e  i n c l u d e  t h e  f o l l o w i n g :
•  Make a r e c i p r o c a l  a r r a n g e m e n t  w i th  so m eo n e  s i m i l a r l y  s i t u a t e d
•  H ir e  a n  o u t s i d e  c o n s u l t a n t .
I  b e l i e v e  b o th  o f  t h e s e  o p t i o n s  s h o u ld  b e  l i s t e d  so m ew h e re  in  
P a r a g r a p h s  10 a n d  11 —  s i n c e  t h e y  a r e  much b e t t e r  a l t e r n a t i v e s  
t o  so m eo n e  m o n i t o r i n g  t h e i r  own p r a c t i c e .
T he sam e c o n c e p t /  o f  c o u rs e / ,  a p p l i e s  t o  p r e - i s s u a n c e  r e v i e w s .  
V e ry  t r u l y  y o u rs / ,
S h e rm an  R o s e n f i e l d
S L R /jg
c c : R o b e r t  D. G o ld s te in / ,  CPA
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Name and Affiliation: R o n a ld  S . K e t c h r K a tc h ,  T y s o n  & C om pany
Comments: T h e  r e d u c t i o n  i n  s t a n d a r d s  w o u ld  seem  t o  b e  a  m ove t o w a r d _____ ________
s i m p l i f y i n g  a c c o u n t i n g  l i t e r a t u r e .  I n  t h i s  s i t u a t i o n ,  I
b e l i e v e  a  r e d u c t i o n  w o u ld  d o  t h e  o p p o s i t e .  M any m e m b e rs
h a v e  a  d i f f i c u l t  t i m e  k e e p in g  u p  w i t h  a c c o u n t i n g  s t a n d a r d s .
T h e y  n e e d  a l l  o f  t h e  h e l p  t h a t  c a n  b e  p r o v i d e d  f o r  th e m  t o
u n d e r s t a n d  a  r e d u c t i o n  i n  n u m b e r , b y  c o n s o l i d a t i n g ,  d o e s
n o t  p r o v i d e  t h e  u n d e r s t a n d i n g  a n d  d e t a i l  e x p l a n a t i o n s  n e e d e d s
T oo  m any  m em b ers  h a v e  t e r m i n a t e d  m e m b e rs h ip  a l r e a d y .  We
s h o u l d  n o t  g i v e  o t h e r s  - r e a s o n s  t o  l e a v e  w hen  i t  d o e s  n o t h i n g
t o  a d d  new  g u i d a n c e .
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SYSTEM OF QUALITY CONTROL FOR A CPA FIRM’S ACCOUNTING AND
AUDITING PRACTICE
¶ 15 Regarding the nature, scope and limitations of services to be performed for
clients, professional standards do not really "provide useful guidance in deciding
whether the understanding should be oral or written." Accordingly, I 
recommend that this paragraph be expanded to provide such guidance. Further,
I recommend consideration of the more extreme approach of using this proposed
statement to actually establish a standard requiring the use of engagement letters 
on accounting and auditing engagements.
MONITORING A CPA FIRM’S ACCOUNTING AND AUDITING PRACTICE
¶ 2 The third bullet includes analysis and assessment of results of independence 
confirmations. This implies that firms are required to obtain such confirmations. 
While many do obtain them (and I believe it is a worthwhile procedure), there 
are probably thousands of firms, particularly the smaller ones, that do not. 
Please consider either: a) clarifying that independence confirmations are 
recommended but optional or b) expanding the proposed SQCS No. 1 
restatement to require annual independence confirms for the accounting and 
auditing practice of firms with two or more professionals.
1 6 Footnote 3 appears to inadvertently contradict the last sentence of  ¶11, which 
permits a smaller firm to engage a qualified individual from outside the firm to 
perform inspection procedures. Please consider modifying the definition of a 
management-level individual to include appropriate individuals from outside the 
firm as well as from "within" the firm.
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WAYNE WITZIG, C.P.A.
A PROFESSIONAL CORPORATION 
I300 E MISSOURI AVE  STE. #E-100
PHOENIX, AZ 85014 2363
W h ile  r e c o g n i z i n g  t h e  p r o p o s e d  s t a t e m e n t s  d o  e s t a b l i s h  a n y
a n y  new e l e m e n t s  o f  q u a l i t y  c o n t r o l ,  t h e  d o c u m e n t c o n s p i c u o u s l y
i s  s i l e n t  o n  im p le m e n ta t io n  a n d / o r  a d a p t a t i o n  m e t h o d o l o g i e s
f o r  t h e  s o l e  p r a c t i t i o n e r  a n d / o r  s m a l l  f i r m .
W h ile  t h e  I n s t i t u t e  p r o c l a i m s  t o  b e  c o g n i z a n t  o f  t h e
" s t a n d a r d s  o v e r l o a d "  e n v i r o n m e n t ,  i t ' s  a c t i o n s  c o n t i n u e
t o  s p e a k  o t h e r w i s e .
T h e s e  s t a t e m e n t s  n e e d  t o  a d d r e s s  t h e  u n iq u e  o p e r a t i n g
e n v i r o n m e n t  o f  t h e  s o l e  p r a c t i t i o n e r / s m a l l  f i r m .
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Urbach Kahn & Werlin pc
CERTIFIED PUBLIC ACCOUNTANTS
September 26, 1995
Ms. Dale R. A the rton , V ice President
Peer Review, File 3 2 6 0
A m erican Ins titu te  o f Certified Public A ccountants
Harborside Financial Center
201 Plaza III
Jersey C ity , New Jersey 07311-3881
Dear Ms. A the rton :
I have the  fo llow ing  com m ent on the Exposure D raft S ta tem ent on Q uality Control S tandards - 
- M on itoring  A  CPA F irm 's Accounting  and Auditing Practice. M y com m ent covers the same 
issue I o rig inally noted in the ballot approving the exposure o f the d ra ft s ta tem ent.
The discussion o f post-issuance review  procedures in paragraph .08  notes th a t such a 
procedure m ust be carried out by a management-level individual not d irec tly  associated w ith  
the perform ance o f the  engagement in order to  be considered part o f the  f irm 's  m onitoring 
procedures. I do not agree w ith  th is restriction and believe tha t v irtua lly  all post-issuance 
review s, obviously in varying degrees, could be considered part o f a firm 's  m onitoring 
procedures. I know  o f no other purpose other than m onitoring, fo r a firm  to  adopt post­
issuance rev iew  procedures as a part o f the ir system  o f qua lity  contro l. Such a system  could 
leg itim a te ly  perm it such review  procedures to  be undertaken by personnel orig ina lly  associated 
w ith  the  engagem ent. I agree, how ever, tha t post-issuance review  procedures by individuals 
not d ire c tly  associated w ith  the engagement should not constitu te  inspection procedures, 
except fo r the sm aller firm  exception noted in paragraph .09.
Deleting all references to  "post-issuance" in paragraph .08 would alleviate m y concern.
Please le t me know  if you need any additional in form ation on m y com m ents.
Very tru ly  yours,
URBACH KAHN & WERLIN PC
REF/ca
66 State Street, Albany, NY 12207-2595 (518) 449-3166 FAX (518) 449-5832 
W o rld w id e  C overage th ro u g h  U rb a c h  H a cke r Y ou n g  In te rn a t io n a l
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October 23, 1995
Edmund R. Noonan, Chair Auditing Standards Board
American institute of Certified Public Accountants
Peer Review Division,
File 3260 Harborside Financial Center
201 Plaza 3
Jersey City, New Jersey 07311-3881
Dear Mr. Noonan:
The Peer Review Committee of the Maryland Association of CPAs appreciates the 
opportunity to respond to the Exposure Draft, “Proposed Statements on Quality Control 
Standards”. The committee reviewed the exposure draft and came to the conclusion that the 
changes proposed were not significant.
The Committee questioned the effect that the changes would have on Peer Reviews. They 
also raised the question as to the purpose of making the changes which did not appear to have any 
tangible benefits. In fact the changes would cause a tremendous expense of time and money for 
all firms to revise their quality control document to comply with the new standards. As a result 
the committee recommended that the AICPA hold off the revision to the quality control standards 
until there is a reason to make the substantive changes.
Sincerely yours,
Leonard J. Miller, Chair 
Peer Review Committee
cc: Jacob J. Cohen, President
Barbara A. Zorn, Executive Director
Maryland Association o f  
Certified Public Accountants, Inc.
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Lutherville, MD 21094-4417
Phone (410) 296-6250  
1-800-782-2036
Fax (410) 296-8713
EXPOSURE DRAFT File 3260
OCT 30  1995
PROPOSED STATEMENTS ON QUALITY CONTROL STANDARDS
SYSTEM OF QUALITY CONTROL FOR A CPA FIRM'S 
ACCOUNTING AND AUDITING PRACTICE
MONITORING A CPA FIRM'S ACCOUNTING AND AUDITING PRACTICE
August 18, 1995
Comment Date: November 20, 1995 
R ic h a r d  J .  M c D o n n e l l ,  D i r . , O f c .  o f  F i n a n c i a l  A p p r o v a l s -  M a r i t i m e  A d m i n i s t r a t i o n  
Name and Affiliation:
C om m ents: T h e  M a r i t i m e  A d m i n i s t r a t i o n  r e l i e s  u p o n  a n n u a l  a u d i t e d  f i n a n c i a l _____
s t a t e m e n t s  i n  t h e  a w a rd  t o  a n d  c o v e n a n t  m o n i t o r i n g  o f  c o m m e r c ia l  e n t e r p r i s e s
i n v o l v e d  i n  m a r i t i m e  a i d s  p r o g r a m s .
P a r a g r a p h  21 o f  t h e  p r o p o s e d  d r a f t .  T h e  e m p h a s is  s h o u l d  b e  o n  t h e  a s s ig n m e n t
o f  ' ' a u t h o r i t y "  f o r  i m p l e m e n t a t i o n  o f  t h e  v a r i o u s  q u a l i t y  c o n t r o l  p o l i c i e s  a n d
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p a r a g r a p h s  w o u ld  r e f l e c t  t h e  d i s t i n c t i o n  b e tw e e n  a u t h o r i t y  a n d  r e p o n s i b i l i t y  
a n d ...t h e  a c t u a l __s e q u e n c e  o f   e v e n t s .__________________________ : ...............................................
P a r a g r a p h s  22 (C o m m u n ic a tio n )  , 23 ( D o c u m e n ta t io n  o f  Q u a l i t y  C o n t r o l  P o l i c i e s
a n d  P r o c e d u r e s )  a n d  24  ( D o c u m e n ta t io n  o f  C o m p lia n c e  w i t h  Q u a l i t y  C o n t r o l
P o l i c i e s  a n d  P r o c e d u r e s )  s h o u ld  i n c l u d e  t h e  r o l e  o f  a n d  t h e  n e e d  f o r  c l i e n t ’ s  
f e e d b a c k  a n d  co m m en ts  o n  t h e  q u a l i t y  c o n t r o l  s y s t e m .  T h e  q u a l i t y  c o n t r o l
s y s te m  s h o u l d  b e  c o m m u n ic a te d  t o  p r o s p e c t i v e  c l i e n t s  a n d  co m m en ts  o n  t h e
s y s te m  s h o u l d  b e  s o l i c i t e d  o n  a  r o u t i n e  b a s i s  f ro m  c l i e n t s .  F u r t h e r m o r e ,
w h i l e  l a r g e  m u l t i o f f i c e  f i r m s  n e e d  t o  a s s u r e  u n i f o r m i t y  o f  t h e  q u a l i t y
c o n t r o l  s y s t e m ,  s m a l l e r  f i r m s  n e e d  t o  a s s u r e  c l i e n t s  t h a t  t h e  h i g h e s t  q u a l i t y
o f  w o rk  i s  b e i n g  p e r f o r m e d .  C l i e n t s  s e r v e  a s  a  v a l u e d  i n d e p e n d e n t  a p p r a i s a l
r e s o u r c e  o f  q u a l i t y  p e r f o r m a n c e . T h e r e f o r e  c l i e n t s  s h o u ld  b e  a n  i n t e g r a l
p a r t  o f  a n y  q u a l i t y  c o n t r o l  s y s te m .
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November 1, 1995
AICPA
Dale R. Atherton, Vice President
Peer Review Division, File 3260
Harborside Financial Center
201 Plaza Three
Jersey City, New Jersey 07311-3881
RE: Exposure Drafts on Proposed Statements on Quality Controls Standards ’’System of
Quality Control for a CPA Firm’s Accounting and Auditing Practice” and 
’’Monitoring a CPA Firm’s Accounting and Auditing Practice”
Dear Mrs. Atherton:
Set forth below are comments on the exposure drafts submitted by the Peer Review Committee of 
the Connecticut Society o f Certified Public Accountants. The comments reflect the opinions of 
the membership o f the Peer Review Committee and does not reflect the opinions o f the entire 
membership o f the Society.
The membership o f the Committee generally concurs with the consolidation o f the nine elements 
of quality control to five broad elements. We do, however, believe that a separate statement on 
quality control standards for monitoring a CPA firms's accounting and auditing practice is 
unnecessary. We believe that the ASB should consider blending the monitoring ED with the 
quality control ED and expand the other four areas to correspond with the comprehensive 
guidance provided in the monitoring ED.
QC Section 90 o f the AICPA Professional Standards provided guidance on establishing quality 
control policies and procedures for all nine elements. This guidance should be used as a basis for 
expansion o f the four other QC elements noted above.
AICPA
Peer Review Division, File 3260 
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We believe that it would be timely to combine both documents and create a "one stop shop" for 
quality control.
cc: Committee Membership
Jack Brooks, Executive Director CSCPA
Coopers
&Lybrand
Coopers & Lybrand L.L.P. 1251 Ave of the Americas telephone (212)536-2000
New York, NY 10020-1157
facsimile (212) 536-3500 
(212) 536-3035
a professional services firm
November 1, 1995
Ms. Dale R. Atherton
Vice President, Peer Review Division
File 3 2 6 0 /
American Institute o f Certified Public Accountants
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Ms. Atherton:
We are please to submit this letter in support of the Proposed Statements on Quality Control 
Standards, System o f  Quality Control fo r  a CPA Firm's Accounting and Auditing Practice and 
Monitoring a CPA Firm's Accounting and Auditing Practice.
We have no suggestions to improve the documents, and support their issuance as proposed. If 
you have any questions, please contact Dennis Peavey at (212) 536-3286.
Very truly yours,
Coopers & Lybrand L.L.P., a registered limited liability partnership, is a member firm of Coopers & Lybrand (International).
Deloitte & 
Touche llp
Ten W estport Road 
P.O. Box 820
W ilton , Connecticut 06897-0820
Telephone: (203) 761-3000 
ITT Telex: 66262 
Facsim ile: (203) 834-2200
November 15, 1995
Ms. Kim M. Gibson
American Institute o f Certified Public Accountants
1211 Avenue o f the Americas
New York, New York 10036-8775
Dear Ms. G ibson:
We are pleased to comment on the Proposed Statements on Quality Control Standards, System o f  
Quality Control fo r  a CPA F irm ’s Accounting and Auditing Practice and M onitoring a CPA 
F irm ’s Accounting and Auditing Practice (the “proposed statements”). We support the issuance 
o f the proposed statements; however, we do offer the following recommendations and other 
comments for consideration.
System of Quality Control for a CPA Firm’s Accounting and Auditing Practice
Paragraph 10 - We agree with the first statement that “[a] firm’s quality control system depends 
heavily on the proficiency of its professional personnel.” We also agree with the second statement 
that “ . . . in making assignments, the nature and extent of supervision to be provided should be 
considered. Generally, the more able and experienced the personnel assigned to a particular 
engagement, the less direct supervision is needed.”
However, in our opinion, the second statement does not help to clarify the first statement.
Rather, the second statement appears to be a distinct thought. We suggest that you consider 
eliminating the phrase “For example,” .
Paragraph 12c - We believe that the term “engagement-specific” could be construed to mean 
participation in training specifically designed for each engagement. We suggest that you consider 
substituting the term “industry-specific” for “engagement-specific”. Or, alternatively, consider 
providing some examples to help define the term “engagement-specific” .
Paragraph 18 - “Policies and procedures also should be established to provide reasonable 
assurance that personnel refer to authoritative literature or other sources. . .” It is not clear as to 
what policies and procedures one could establish which would accomplish this objective. We 
favor limiting this requirement to the establishment o f policies and procedures which provide 
reasonable assurance that personnel consult on a timely basis.
DeloitteTouche
Tohmatsu
International
Monitoring a CPA Firm’s Accounting and Auditing Practice
Paragraph 4 - In the third bullet, it is stated that the results o f recent practice review and previous 
inspection procedures influence the determination as to whether inspection procedures are 
required. We do not believe that positive recent practice review and previous inspection results 
would be appropriate evidence for determining that inspection procedures are not needed. One o f 
the reasons for good results in a peer review or other reviews may be effective inspection 
procedures. However, we do concur that negative practice review and previous inspection results 
would be an appropriate factor for determining the need for inspection.
Paragraph 8
We have several comments addressing the acceptability o f pre- and post-issuance reviews as 
monitoring procedures. They are outlined below.
We believe that pre- and post-issuance reviews should be performed throughout the year to be 
acceptable as monitoring procedures. We also believe that these reviews should be performed 
in proportion to the firm’s workload. For example, for a firm whose busiest time period is 
January through March, proportionally more reviews should be performed in the January 
through March time period than in the summer months.
In order for pre-issuance reviews to be acceptable as monitoring procedures, we believe that 
the SEC Practice Section membership requirement for concurring review should be a separate 
function from the pre-issuance review. Or, alternatively, the effectiveness o f the concurring 
review should be separately tested.
It is not clear how all o f the elements o f Quality Control can be effectively addressed through 
pre- and post-issuance reviews of engagements. As such, we believe that it should be 
emphasized that in order for such reviews to constitute inspection procedures, some type of 
procedures focused specifically on the elements of Independence, Integrity and Objectivity, 
Personnel Management and Acceptance and Continuance o f  Clients and Engagements also 
should be performed.
We understand that you plan to revise QC Section 90, Establishing Quality Control Policies and  
Procedures and that some o f the suggestions contained in this letter may be covered by the 
contemplated revisions to that document.
Please contact Thomas A. McGrath, Jr. [(203) 761-3185] if you have any questions or if there is 
any other way in which we might be helpful.
Sincerely,
November 28,1995*
File Ref. Nos. 1120 
3260
To the Auditing Standards Board:
Here are the comment letters received to date on the proposed exposure draft, Proposed 
Statements on Quality Control Standards, System o f Quality Control for a CPA Firm’s 
Accounting and Auditing Practice and Monitoring a CPA Firm’s Accounting and Auditing 
Practice.
Name/Affiliation Location
19. Paul J. Geary, CPA MA
20. John H. Hancock, CPA Salem, OR
21. Paul L. Sapienza Boston, MA
22. Unknown Unknown
23. V. Curtis Oyer
Illinois CPA Society Chicago, IL
24. James S. Gallagher, CPA FL
25. Craig R. Ehlen, CPA
University of Southern Indiana Evansville, IN
26. Charles R. Burke, CPA Kankakee, IL
27. Jerald C. Wulf, CPA
State of South Dakota - 
Department of Legislative Audit Pierre, SD
28. Roy S. Schreiber, CPA Sharon, MA
29. Joseph F. O’Brien, P.C. Derry, NH
30. Jay J. Kaufman
Massachusetts Society of CPAs 
AICPA Peer Review Program Boston, MA
November 28,1995 
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Please call me at 212/596-6026 with any questions. 
Sincerely,
Kim M. Gibson
Technical Manager
Auditing Standards Division
Enclosures
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Paul J, Geary, CPA
November 19, 1995
AICPA
Mr. Dale R. Atherton, Vice President
Peer Review Division, File 3260
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3811
Re: Comments on the Proposed Statement on Quality Control Standards System o f
Quality Control fo ra  CPA Firm's Accounting and Auditing Practice and  
Monitoring a CPA Firm's Accounting and Auditing Practice
I am licensed to practice as a Certified Public Accountant in Massachusetts. I practice 
as a principal and as an associate in George Hanscom & Associates. I  have more than 
twenty five years of experience in both the public and private sectors and have earned 
a Masters in Business Administration (with High Distinction) —  Babson College and a 
Masters of Science in Taxation — Bentley College.
I am a member of the American Institute of Certified Public Accountants (A,CPA) and a 
member of the Information Technology section. I have served on the Steering 
Committee for the AlCPAs annual microcomputer show.
As a member of the Massachusetts Society of Certified Public Accountants (MSCPA) I 
am the chairman of the Technical Advisor Board —  Massachusetts CPA Review, a 
member and past chairman of the Microcomputer Committee, and a member of the 
Small Firm Advisory Committee.
In addition, I have authored articles that have been published in the Massachusetts 
CPA Review and the Massachusetts Lawyers Weekly; and have been an instructor for 
both the AICPA and the MSCPA in the areas of office automation, tax research and 
audit and write up software.
I believe that the above biography clearly indicate that I possess the qualifications 
necessary to make the comments that are included as an attachment to this letter.
Sincerely,
I have read the Proposed Statement on Quality Control Standards Entitled System o f
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Quality Control fo r  a CPA Firm's Accounting and Auditing Practice and Monitoring a 
CPA Firm's Accounting and Auditing Practice. There are a number of areas that I would 
like to make comments. But, before looking at the areas I think need modification, I 
would like to say that I believe that the efforts put into these documents have been well 
spent, and in general improve not only the quality control standards, but also the 
professionalism that CPAs will exhibit.
Comments Based on the Summary — Why Issued:
No Professional Ethics Committee Representatives — QoC
The parties involved in the preparation of these documents covered a significant part of 
the profession. I am dismayed, that there was no representation by the Professional 
Ethics Committee. This entire quality control issue is an expansion of the ideas 
presented in the Code of Professional Conduct. Therefore, it seems unreasonable to 
include on the committee members from the AICPA Management Consulting Services 
Executive Committee, the Personal Financial Planning Executive Committee and the 
Tax Executive Committee, areas not impacted by the proposed statement, but exclude 
Professional Ethics, which is impacted by the proposed statement.
Comments Based on the Summary — What They Do:
Redefinition of a Firm's Accounting and Auditing Practice
The existing definition of quality control .01 "apples to all auditing and accounting and 
review services for which professional standards have been established." This 
proposal looks and feels like a contraction of the scope of quality control. This does not 
seem appropriate, warranted or necessary. I recommend that the original language 
should be reinstated and the limitation to services under rules 201 and 202 be 
removed.
Inclusion of Engagements Performed Under Statements on Standards for 
Attestation Standards
The inclusion of services performed under the Statements on Standards for Attestation 
Standards must be commended. This is an important area of activity that should be 
covered by quality control standards.
Comments Based on the Proposal— System of Quality Control fo r a 
CPA Firm's Accounting and Auditing Practice:
Independence, Integrity, and Objectivity
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The proposal's section 8a. Independence 8b. Integrity and 8c. Objectivity impart 
additional definitions for the terms. Each of these terms is already defined in the Code 
of Professional Ethics Section I — Principles, Articles III (Integrity) and Article IV 
(Objectivity and Independence) and again in Section II —  Rules, Rule 101 
(Independence) and Rule 102 (Integrity and Objectivity). I believe that new definitions 
will be confusing. The definitions currently in place are adequate. Therefore I believe 
that the proposal should refer to the existing definitions and not create new definitions.
I am also concerned with the definition used for Objectivity. When reading the proposal 
8c. I am confused regarding who is objective. Under the Professional Code of Ethics 
references to objectivity is for the member. The proposal refers to the firm. I believe that 
the change is dangerous. It could unnecessarily create a view that some members do 
not need to be objective as long as the firm is objective. The reference (if the previous 
paragraph is not acted upon) should be changed back to member and the reference to 
firm should be eliminated.
Due Care
This Proposal is a response to Article VI — Scope and Nature of Services, of the Code 
of Professional Ethics. In addition to discussing integrity, objectivity and independence 
the article also discusses Due Care. Just as I believe that the areas of integrity, 
objectivity and independence should be referenced to the Code, I believe that due care 
needs to be identified and referenced in this proposal. The proposal should specifically 
identify the Code of Professional Ethics Article V — Due Care.
COMMENTS ON EXPOSURE DRAFT
PROPOSED STATEMENTS ON QUALITY CONTROL STANDARDS
SYSTEM OF QUALITY CONTROL FOR A CPA FIRMS ACCOUNTING AND AUDITING 
PRACTICE
1. The five new elements appear to be applicable to all size firms. W ill this make the peer review  
process unduly time consuming and too expensive for most small firms?
2. This new statement o f quality control standards seems more complex than the currently existing one. 
How  will this be implemented into a firm's peer review year end? W ill reviewers receive information on 
how to treat differences between the old and new standards during the transition?
3. H ow  w ill this information be disseminated to firms? W ill there be new courses? W ill there be a 
course on how to meet the monitoring requirements?
MONITORING A CPA FIRMS ACCOUNTING AND AUDITING PRACTICE
1. The exposure draft does not specifically address sole proprietors. Why not?
2. The exposure draft implies that a two partner firm with one tax partner would have to have an 
external inspection. Further, a sole proprietor will have to have management level staff perform the 
inspection, or have an external inspection, because they have the final responsibility over financial 
statements issued. This will be difficult for small firms and they may be forced into non-compliance for 
reasons such as:
**physical isolation
**lac k  o f money to have annual external inspection
**lack  o f understanding /  indifference
**lack  o f network and/or expertise for trading inspection services
3. Why not have an accelerated review program for small firms who do not qualify to do an internal 
inspection, whereby they could have a peer review every two years and loosen the strict inspection 
requirement for the off* years?
Contributors:
Mike Lewis 
Harry Bose 
Terri Ehlers 
Paul Kester
JOHN H. HANCOCK CPA 
117 COMMERCIAL  ST. NE, SUITE 320 
SALEM, OREGON 97301-3408
PROPOSED STATEMENTS ON QUALITY CONTROL STANDARDS
SYSTEM OF QUALITY CONTROL FOR A CPA FIRM'S 
ACCOUNTING AND AUDITING PRACTICE 
and
MONITORING A CPA FIRM'S ACCOUNTING AND AUDITING PRACTICE
August 18, 1995
Comment Date: November 20, 1995
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November 16, 1995
Dale R. Atherton, Vice President
Peer Review Division, File 3260
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Re: Proposed Statements on Quality Control Standards
Gentlemen:
This letter has a two fold purpose, first to present what I believe 
are significant issues which should be addressed by the AICPA Auditing 
Standards Board and appropriate State Society Committees, and Second, 
to request an extension of an additional ninety (90) days to the 
comment period .
I believe that the Statement on Quality Control Standards is an 
integral part of the day to day activity of each and every CPA and CPA 
firm. A ninety day comment period for such a significant Statement, is 
too short. It does not allow sufficient time for discussion and 
evaluation at the committee level in the various State Societies. 
Ultimately it is the States that administer the Quality Control 
Program. Further, it does not allow sufficient time for members either 
individually or as committees to communicate with each other about 
questions they have on key issues.
Each of the State Societies have specific procedural requirements that 
must be adhered to and most committees only meet once a month. One can 
easily see that in this kind of environment, ninety days is hardly 
enough time for a member to bring an issue before a committee, have 
the committee come to a consensus, and then for a committee to request 
advise from another committee and get feed back to properly evaluate 
an issue.
Given the significance of the Statement on Quality Control Standards 
and the significance of the issues, I believe additional time is 
warranted.
I have enclosed along with this letter, a position paper prepared by 
members of a committee of which I am a member, which sets forth the 
issues with which I fully agree.
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If you have questions on the above or any other related matters please 
don't hesitate to call.
Very Truly Yours,
Paul L Sapienza 
Individually and as Chairman 
Small Firm Advisory Committee 
Massachusetts Society of Certified Public Accountants
Enclosures
Paul L. Sapienza , P .C .
C E R T IF IE D  P U B L IC  A C C O U N T A N T
Position Paper 
on the
Proposed Statement on Quality 
Control Standards Dated August 18, 1995
November 16, 1995
On August 18, 1995, the American Institute of Certified Public Accountant’s Auditing 
Standards Board in collaboration with the Joint Task Force on Quality Control Standards, 
released an exposure draft, aimed at replacing in its entirety, Statement on Quality 
Control Standards #1. The joint task force is comprised of representatives of the 
Auditing Standards Board, Practice Monitoring Committees, the Management Consulting 
Services Executive Committee, the Personal Financial Planning Executive Committee, 
and the Tax Executive Committee.
Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
 Accounting and Auditing Practice"
The Auditing Standards Board states that the new standards are necessary to provide 
a CPA firm with improved guidance for establishing a quality control system for it’s 
accounting and auditing practice.
The proposed general standard redefines a firm’s accounting and auditing practice to 
include all audit, attest, and accounting and review services and replaces the nine 
current elements of quality control with five broad elements.
We applaud the Auditing Standards Board (ASB) for assembling individuals with broad 
backgrounds to address the issue of quality standards. We believe that it is appropriate 
to included services performed under Statements of Standards for Attestation Services 
within the scope of quality standards. Moreover, we believe that the time has come to 
bring existing quality standards in tune with contemporary thought on the issue.
Essential to the analysis of the proposed standard is an analysis of potential benefits and 
detriments of the proposal. Integral however to the discussion, is the identification of the 
parties and potential parties who may benefit or suffer under the proposal, and how their 
respective interests may compete.
Our Code of Professional Conduct draws a distinction between, CPAs and the public. 
It discusses the manner in which competing interests might be resolved, and where they 
cannot be compromised, the order in which they shall prevail.
We are Certified Public Accountants. The distinguishing mark of our profession is our 
acceptance of responsibility to the public. As members of the AICPA, we assume an 
obligation of self-discipline above and beyond the requirements of law and regulation. 
We have an unswerving commitment to honorable behavior, even at the sacrifice of 
personal advantage. We perform an essential role in society. We have a continuing 
responsibility to maintain the public’s confidence.
The public consists of clients, credit grantors, governments, employers, investors, the
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business and financial community, and others who rely on the objectivity and integrity of 
certified public accountants to maintain the orderly function of commerce. The public 
interest is the collective well-being of the community. The public expects us to discharge 
our responsibilities with integrity, objectivity, due professional care, and all, with a 
genuine interest in serving the public. They expect quality services provided in a manner 
that demonstrates a level of professionalism consistent with a commitment to high 
standards.
We recognize that in discharging our professional responsibilities, we may encounter 
conflicting pressures from among these groups. Most importantly, in resolving those 
conflicts, we need always to act with integrity, and be guided by the understanding that 
when we fulfill our responsibility to the public, the interests of clients’ are best served.
Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
It is with these thoughts in mind, that we review the proposed changes to Quality Control 
Standards and Practice Monitoring programs, approved in the late 1970s and early 
1980s, which were established as a means of reassuring the public, clients, credit 
grantors, governments, employers, investors, the business and financial community, that 
Certified Public Accountants were serious about performing their services in accordance 
with high standards. CPAs would monitor our peers and remedy deficiencies, in an effort 
to provide only the highest quality services to the public. In the 15 years since the 
American Institute of Certified Public Accountants adopted this posture, it has been so 
overwhelmingly successful, that many states, as a condition of licensing, require all 
CPAs, members and non-members of the AICPA alike, to participate in quality review 
programs administered under the auspices of the AICPA. This, in the view of our 
committee, is strong evidence of the confidence, voiced through the various State Boards 
of Accountancy, that our profession moved in the right direction. Consequently, we 
believe that the ASB is well advised to move cautiously when revising the standards 
which evidently have been so instrumental in achieving such a high level of public 
confidence.
Our committee is opposed to two major components of the proposed revision of the 
existing quality standards. First, we believe that narrowing the scope of quality standards 
is inappropriate. Second, the defining or redefining of "Independence," "Integrity," and 
"Objectivity" in addition to or in place of the present Code of Conduct is extraordinarily 
dangerous and unnecessary.
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Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
Narrowing the Scope:
Current Statement of Quality 
Control Standards
Quality control for a CPA firm, as 
referred to in this statement, applies to 
all auditing and accounting and review 
services for which professional standards 
have been established.
Proposed Statement of Quality 
Control Standards
Page 9, Paragraph 2. et seq.
... this Statement provides that a CPA 
firm shall have a system of quality 
control for its accounting and auditing 
practice. Accounting and auditing 
practice refers to alb audit, attest, and 
accounting and review services for which 
standards have been established by the 
AICPA Auditing Standards Board or the 
AICPA Accounting and Review Services 
Committee under rules 201 and 202 of 
the AICPA Code of Professional 
Conduct. Professional standards may 
also be established by other AICPA 
s e n io r  te c h n ic a l c o m m it te e s ;  
engagements that are performed in 
accordance with those standards are not 
encompassed in the definition of an 
accounting and auditing practice.
What is the difference ?
The AICPA Council and each of the senior technical committees of the AICPA, including 
the Auditing Standards Board and Accounting and Review Services Committee, have 
promulgating authority beyond that which is described in Rules 201 and 202, under other 
rules contained in the Code of Professional Conduct and Bylaws. This narrow definition 
of an accounting and auditing practice essentially allows these committees additional 
authority that is potentially beyond the scope of their particular expertise, that is, a 
determinative authority as to whether it is appropriate to perform certain professional 
services in accordance with quality standards.
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Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
Our committee believes that inasmuch as existing quality standards have served the 
public by encompassing the entirety of the standards promulgated by those bodies, there 
is no public interest served by allowing those bodies to promulgate future standards that 
are not encompassed by quality standards.
We believe that this additional authority is extraordinarily dangerous. We are concerned 
that as standards are established which are not required to conform to quality standards, 
they will ultimately diminish the effectiveness of existing Quality Review and Practice 
Monitoring programs which currently enjoy a high degree of public confidence.
We also believe, that in the future, as in the past, there will from time to time, be 
proposals for new accounting, auditing and reporting standards which will enjoy 
insignificant amounts of support in the profession and among the public. We believe that 
such proposals, under existing standards, are routinely not adopted. We believe that 
providing the ability to exempt certain proposals from quality standards, will allow well- 
intentioned but misguided minority interests within the profession to obtain the necessary 
marginal support required to establish otherwise flawed standards. It is inconceivable 
in the mind of our committee that the establishment of standards for which there is not 
a clear consensus, could possibly serve the interest of the public or profession.
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Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
Independence:
Current Code of 
Professional Conduct
Article IV, Paragraph .03
For a member in public practice, the 
m a in tenance of ob jectiv ity  and 
independence requires a continuing 
assessment of client relationships and 
public responsibility. Such a member 
who provides auditing and other 
a ttes ta tion  serv ices should be 
independent in fact and appearance. In 
providing all other services, a member 
should maintain objectivity and avoid 
conflicts of interest.
Proposed Statement of 
Quality Control Standards
Page 11, Item a.
Independence  en com p asses  an 
impartiality that recognizes an obligation 
for fairness not only to management and 
owners of a business but also to those 
who may otherwise use the firm ’s report. 
The firm and its personnel must be free 
from any obligation to or interest in the 
client, its management, or its owners.
What is the difference ?
There is no longer any reference to "public responsibility." There is no longer a 
reference to the "appearance of independence."
By choosing this wording the ASB appears to be diluting a standard with which we have 
been so closely associated for many years. It is clear in the mind of our committee that 
we are professionals licensed by the public. We are beholden and subservient to the 
public and the public interest. We are opposed to any attempt to erode standards which 
would challenge the trust placed in us by the public.
The committee recommends using only a reference to the appropriate article of the Code 
of Conduct, rather that the rewrite of the definition.
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Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
Integrity:
Current Code of 
Professional Conduct
Article III, Paragraph .02
Integrity requires a member to be, 
among other things, honest and candid 
within the constraints of client 
confidentiality. Service and the public 
trust should not be subordinated to 
personal gain and advantage. Integrity 
can accommodate the inadvertent error 
and the honest difference of opinion; it 
cannot accom m odate deceit or 
subordination of principle.
Proposed Statement of 
Quality Control Standards
Page 11, Item b.
Integrity requires personnel to be honest 
and candid with the restraints of client 
confidentiality. Service and the public 
trust should not be subordinated to 
personal gain and advantage.
What is the difference ?
Notice that the last sentence of the definition of integrity has been removed. While we 
do not believe that the ASB intended to allow members to engage in deceitful behavior, 
we believe that the silence with respect to deceit and subordination of principles, the fact 
that it is different implies that there is something that should be changed in the Article 
III, and may lead to confusion.
Integrity is the element of character which is fundamental to our professional recognition. 
It is the quality from which the public trust derives. The public expects a higher standard 
of excellence from us. They expect us to act in their interest, by acting always with 
integrity, and by always providing quality services in accordance with acceptable 
standards.
The committee recommends using only a reference to the appropriate article of the Code 
of Conduct, rather than the rewrite of the definition.
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Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
Objectivity:
Current Code of 
Professional Conduct
Article IV, Paragraph .01
Objectivity is a state of mind, a quality 
that lends value to a member’s services. 
It is a distinguishing feature of the 
profession. The principle of objectivity 
imposes the obligation to be impartial, 
intellectually honest, and free of conflicts 
of interest. Independence precludes 
relationships that may appear to impair 
a member’s objectivity in rendering 
attestation services.
Proposed Statement of 
Quality Control Standards
Page 11, Item c.
Objectivity is a state of mind and a 
quality that lends value to a firm’s 
services. The principle of objectivity 
imposes the obligation to be impartial, 
intellectually honest, and free of conflicts 
of interest.
What is the difference ?
Note in the first sentence, the reference is to the firm’s services versus the individual 
members. Does this imply that only the firm as a whole needs to be objective? This 
suggests that individuals with non-objective views may contribute to a firm ’s opinion, 
provided that the firm’s opinion as a whole is objective. Is that possible? The last 
sentence of the definition of objectivity has been removed entirely. This implies that it 
would be permissible to have non-objective individuals involved in the decision making 
process.
We do not believe that a "macro" definition of objectivity is appropriate. It suggests that 
CPA firms in the broadest sense, formulate opinions about the financial information we 
audit, review or compile. While this is conceptually true with respect to legal liability, we 
are convinced that ultimately, it is the individual(s), singularly and collectively, which 
formulate such opinions, and that they, the individual(s), who must be objective.
The committee recommends using only a reference to the appropriate article of the Code 
of Conduct rather than the rewrite of the definition.
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Relationship to the Other Senior 
Technical Committees:
The proposed Quality Control Standard, would specifically cover only those Accounting 
and Auditing services for which standards have been established under Rules 201 and 
202 of the Code of Conduct, whereas previously, quality standards had much more broad 
coverage. The original intent and wording should not be reduced in scope.
We would like to caution the ASB that the Accounting and Review Services Committee 
is already considering a proposed amendment to Statements of Standards for Accounting 
and Review Services, "Assembly of Financial Statements for Internal Use Only," which 
in the view of ARSC would create a level of reporting services which would fall outside 
of the scope of the Statements on Quality Control Standards.
Conclusions:
The proposed replacement of Statements on Quality Control Standards must not be 
completed until the following matters have been resolved:
- There are clear differences in the definitions of Independence, Integrity and 
Objectivity, between the existing Code of Profession Conduct and the proposed new 
quality standard. We do not believe that the creation of such confusion and 
contradictions between professional standards should be allowed. The resulting 
confusion does not further the interests of the public or the profession. Rather than 
redefine terminology that has already been defined, this statement should refer to the 
definitions in the Code of Professional Conduct for definitions.
- Inasmuch as the no member of the Joint Task Force who worked with the ASB to 
formulate this standard, represents the Professional Ethics Committee, we believe it is 
not appropriate to complete consideration of this standard until an appropriate review 
of the proposal is conducted by the AICPA Professional Ethics Committee.
Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
________ Accounting and Auditing Practice"________________
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- The comment period on the proposed Statement of Standards on Accounting and 
Review Services entitled "Assembly of Financial Statements for Internal Use Only," 
closes on December 31, 1995. We believe that the proposed new standard, if 
adopted, represents a significant change in the nature of the services provided by 
CPAs, and consequently, should be considered by the ASB prior to adopting any 
resolutions with respect to this proposed standard.
- We do not believe that it is appropriate to exempt any portion of an accounting 
and auditing practice from quality standards because it will lead to the erosion of 
public confidence in CPAs. We believe that the original definition of coverage is still 
appropriate.
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Arleen Thomas, Vice President
Self Regulation & SECPS
File 3260
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Ms. Thomas:
The Peer Review Report Acceptance Committee ("Committee") of the Illinois CPA Society is 
pleased to have the opportunity to comment on the Exposure Draft on Proposed Statements on 
Quality Control Standards "System of Quality Control for a CPA Firm ’s Accounting and 
Auditing Practice" and "Monitoring a CPA Firm ’s Accounting and Auditing Practice". These 
comments and recommendations represent the position of the Illinois CPA Society rather than 
any of the members of the Committee and of the organizations with which they are associated.
System of Quality Control for a CPA Firm ’s Accounting and Auditing Practice
In general, the Committee supports the reorganization of the elements o f quality control from 
nine into five; the concepts of each element are explained more clearly under this format and 
the interrelationships between the elements is more apparent. The Committee also supports the 
broadening of the definition of accounting and auditing practice to include engagements 
performed under the attestation standards.
Under the element of Personnel Management, the term "professional personnel" is used, but not 
defined. There is much confusion in this area when trying to determine whether an employee 
of a public accounting firm is a "professional". The different criteria used by the Peer Review 
Program and the Private Companies Practice Section to identify a "professional" are two 
examples of methods that add to the confusion. The issue of how to treat paraprofessionals in 
this context is also a problem. A comprehensive definition of a "professional" needs to be 
included in this quality control element.
In a similar issue, footnote 4 indicates that the term "personnel" refers to all individuals who 
perform professional services. This appears to be a broadening of the previous definition to now 
encompass individuals in per diem or independent contractor status with the firm. Our 
Committee would support this. However, the definition should explicitly Proposed Statements 
on Quality Control Standards
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state w hether or no t such individuals are included and, if they are, provide fu rther guidance 
on the firm ’s responsibility for ensuring their compliance with continuing professional 
education requirem ents.
The Com m ittee suggests tha t either paragraph 12c. itself or footnote 7 explicitly m ention 
the "AICPA Division for CPA Firms" in connection with the continuing professional 
education requirem ents.
The Com m ittee com m ends the Auditing Standards Board for including language in 
paragraph 13 to  focus not only on acceptance and continuance of clients, bu t also on 
specific engagem ents for those clients. This is an excellent addition to the standards.
M onitoring a CPA  F irm ’s Accounting and Auditing Practice
In general, the Com m ittee feels that this proposed statem ent appears to  place m ore burden 
on the sole practitioner than the current standards. Specifically, paragraphs 10 and 11 both 
contain statem ents tha t could lead sole practitioners to believe tha t they would no t be 
"qualified" to  m onitor themselves or would be placing their firms at higher risk because of 
their self-monitoring. W e do not believe this is the case in many situations.
The proposed statem ent should contain m ore guidance on specific steps sole practitioners 
and small firms can take to comply with the m onitoring elem ent of the quality control 
standards. An example of this can already be found in the paragraph 9 discussion of post­
issuance reviews by engagem ent personnel. There need to be m ore examples of this nature 
to assist the sole practitioner and small firms with a limited num ber of m anagem ent-level 
personnel.
Some specific examples are also needed to identify situations where the need  for inspection 
procedures may be diminished, as discussed in paragraph 4. These exam ples should help 
firms know when they may not need to perform  inspection procedures because they are a 
certain size or have a certain  type of practice. I t m ust also be clear in these exam ples that 
other m onitoring procedures are still required, and direct them  to the guidance 
recom m ended in the above paragraphs.
Paragraph 4 seem s to indicate that no inspection procedures may be necessary in some 
instances if the firm has other sufficient m onitoring procedures in place. However, the 
paragraph 7 language, "A determ ination not to  perform  inspection procedures for certain  
aspects of the firm ’s quality control policies and procedures..." (em phasis added) appears 
to imply otherwise - tha t some inspection procedures will still be needed. T he S tatem ent 
should explicitly state w hether or not some minimum level of inspection work is always 
necessary and, if so, provide further guidance on w hat is required.
Proposed S tatem ents on Quality Control Standards 
Comments from Illinois CPA Society 
Page 3
We would be p leased  to  discuss our comments and recom m endation w ith you a t any time
Very truly yours,
V. Curtis Oyer, C hair
Peer Review R ep o rt A cceptance Committee
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Peer
Review
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James S. Gallagher, CPA 
Withum, Smith & Brown 
981 Route 2 2  
P.0, Box 580
S o m e r v il le ,  NJ 08876-0580
Dear Jim:
I enjoyed our conversation last week regarding the AICPA's Member 
Outreach Program. 1 thought that you might be coming in for a 
visit so I didn't mail you a copy of the enclosed Exposure Draft 
right away. As it turned out, I was out of the office for two days.
I thought I would now mail this out to you. If I can be of any 
further assistance, please feel free to call me at (201)938-3021.
Gary Freundlich, CPA-New York 
Technical Manager 
Peer Review Division
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Name a n d  A f f i l i a t i o n :
C r a i g  R . E h le n ,  DBA, CPA 
U n i v e r s i t y  o f  S o u th e r n  I n d i a n a  
8 6 0 0  U n i v e r s i t y  B o u le v a r d  
E v a n s v i l l e ,  I n d i a n a  47712
C o m m en ts :
1 . I  s u p p o r t  t h e  i s s u a n c e  o f  t h e  P r o p o s e d  S t a t e m e n t  o n  Q u a l i t y  
C o n t r o l  S t a n d a r d s ,  " S y s te m  o f  Q u a l i t y  C o n t r o l  f o r  a  CPA F i r m 's  
A c c o u n t in g  a n d  A u d i t i n g  P r a c t i c e . "  I  am c o m f o r t a b l e  t h a t  t h e  
f i v e  " E le m e n t s  o f  Q u a l i t y  C o n t r o l "  ( p a r a g r a p h  6) n o t  o n ly  
i n c l u d e  t h e  n i n e  o r i g i n a l  e l e m e n t s  o f  q u a l i t y  c o n t r o l  ( a s  
e n u m e r a te d  i n  S t a t e m e n t s  on  Q u a l i t y  C o n t r o l  S t a n d a r d s  1) , b u t  
a l s o  c l a r i f y  a n d  e x p a n d  t h o s e  e l e m e n t s  i n  a n  a p p r o p r i a t e  
m a n n e r .  I  am p a r t i c u l a r l y  p l e a s e d  w i t h  t h e  h e i g h t e n e d  
r e c o g n i t i o n  o f  t h e  im p o r ta n c e  o f  R u le  102 o f  t h e  AICPA C ode o f  
P r o f e s s i o n a l  C o n d u c t  a s  e v id e n c e d  b y  t h e  f a c t  t h a t  " I n t e g r i t y "  
a n d  " O b j e c t i v i t y "  a r e  g i v e n  e q u a l  s t a t u s  w i t h  " I n d e p e n d e n c e "  
i n  t h e  P r o p o s e d  S t a t e m e n t .
2 .  I  s u p p o r t  t h e  i s s u a n c e  o f  t h e  P r o p o s e d  S t a t e m e n t  o n  Q u a l i t y
~ C o n t r o l  S t a n d a r d s ,  " M o n i to r in g  a  CPA F i r m 's  A c c o u n t in g  a n d
__ A u d i t i n g  P r a c t i c e . "  S in c e  t h e  " M o n i to r in g "  e l e m e n t  i s  b e i n g
d e f i n e d  t o  n o t  o n l y  i n c l u d e  b u t  a l s o  e x p a n d  o n  t h e  p r i o r  
-  e l e m e n t  o f  " I n s p e c t i o n , "  i t  i s  a p p r o p r i a t e  ( a n d  p r o b a b l y
n ecessary) to  g iv e  expanded guidance as to  how "M o n ito rin g "  is
 t o  b e  a c c o m p l i s h e d .
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of
this exposure draft that is of concern or interest to you. For convenience, the most significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form to the address indicated on the reverse side by the comment date.
C om m ents (continued):
3 .  I  am d i s a p p o i n t e d  t h a t  t h e  P r o p o s e d  S t a t e m e n t  o n  Q u a l i t y  
C o n t r o l  S t a n d a r d s ,  " S y s te m  o f  Q u a l i t y  C o n t r o l  f o r  a  CPA F i r m 's  
A c c o u n t in g  a n d  A u d i t i n g  P r a c t i c e , ” i s  a p p l i c a b l e  o n l y  t o  a  CPA 
F i r m 's  a c c o u n t i n g  a n d  a u d i t i n g  p r a c t i c e  a n d  n o t  t o  i t s  
m a n a g e m e n t c o n s u l t i n g ,  p e r s o n a l  f i n a n c i a l  p l a n n i n g ,  o r  t a x  
p r a c t i c e .  I  u n d e r s t a n d  t h a t  t h e  c h a n g e s  c u r r e n t l y  b e in g  
p r o p o s e d  s h o u ld  b e  e v a l u a t e d  w i t h i n  t h e  c o n t e x t  o f  t h e  
e x i s t i n g  s t a n d a r d s ,  a n d  t h a t  s e c o n d a r y  c o n s i d e r a t i o n s  s h o u ld  
n o t  d i s t r a c t  a t t e n t i o n  f ro m  t h e  q u e s t i o n  a t  h a n d .  H o w ev e r, I  
h o p e  t h a t  t h e  AICPA w i l l  a d d r e s s  t h i s  v e r y  s e n s i t i v e  s u b j e c t  
i n  t h e  n e a r  f u t u r e .
E x c e p t  f o r  t h e  i s s u e  o f  " I n d e p e n d e n c e , ” i t  s e e m s  t o  me t h a t  
a l l  o f  t h e  c o n c e p t s  a d d r e s s e d  i n  t h e  P r o p o s e d  S t a t e m e n t  o n  
Q u a l i t y  C o n t r o l  S t a n d a r d s  a r e  ( o r  a t  l e a s t  s h o u l d  b e )  e q u a l l y  
a p p l i c a b l e  t o  a  CPA F i r m 's  e n t i r e  p r o f e s s i o n a l  p r a c t i c e .  E ven  
i f  t h e  " P r o f e s s i o n a l  S t a n d a r d s "  f o r  t h e s e  s e r v i c e s  a r e  n o t  a s  
" g e n e r a l l y  a c c e p t e d "  a s  t h o s e  f o r  a c c o u n t i n g  a n d  a u d i t i n g ,  
s h o u l d n ' t  t h e y  b e ?  O r s h o u l d n ' t  t h e r e  a t  l e a s t  b e  f i r m  
s t a n d a r d s ?  A f t e r  a l l ,  R u le  102 o f  t h e  AICPA C ode o f  
P r o f e s s i o n a l  C o n d u c t a p p l i e s  t o  a l l  m em b ers  o f  t h e  AICPA a n d  
a l l  s e r v i c e s  p r o v i d e d  b y  CPAs. I t  s e e m s  r e a s o n a b l e  t h a t  t h e  
F i r m 's  S y s te m  o f  Q u a l i t y  C o n t r o l  s h o u l d  " p r o v i d e  t h e  f i r m  w i t h  
r e a s o n a b l e  a s s u r a n c e  t h a t  i t s  p e r s o n n e l  c o m p ly  w i t h  a p p l i c a b l e  
p r o f e s s i o n a l  s t a n d a r d s  a n d  t h e  f i r m ' s  s t a n d a r d s  o f  q u a l i t y " 
( e m p h a s i s  m in e )  i n  a l l  p r o f e s s i o n a l  s e r v i c e s .
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CHARLES R. BURKE, CPA
& ASSOCIATESCRB
November 10, 1995
183 NORTH SCHUYLER AVENUE 
KANKAKEE, ILLINOIS 60901
(815) 933-0075 
1 800 272-8753
FAX (815) 933-0087
Mr. Dale R. Atherton
Vice President
Peer Review Division File 3260
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3811
RE: Proposed Statement on Quality Control Standards, System of
Quality Control For a CPA Firm’s Accounting and Auditing 
Practice
Dear Mr. Atherton,
The following Comments are respectfully submitted.
1. As paragraph 17 of the proposed statement states:
17. Policies and procedures for engagement performance should 
cover planning, performing, supervising, reviewing, 
documenting, and communicating the results of each engagement.
I suggest the following for your consideration:
1. Policies and procedures for quality system performance should 
include planning, performing, monitoring, documenting, 
communicating and improving the quality system.
My review of your proposed statement indicates a lack of any 
recognition to:
1) Planning for quality
2) Improving quality
By way of example in paragraph 19 under monitoring the statement is
a. Relevance of and compliance with the firm's policies and 
procedures.
Mr. Dale Atherton 
November 10, 1995 
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I suggest that relevance be left as (a) and that compliance be a 
new (d) . The principle thrust being that monitoring compliance 
with irrelevant polices and procedures is not productive.
I realize my focus is a broad quality system approach as compared 
to your "control" with minimum performance measurements. If you or 
your committee desire additional thoughts and comments along these 
lines, please advise.
Yours truly,
Charles R. Burke, CPA
crb:dc
427  SOUTH CHAPELLE 
C /0  500  EAST CAPITOL 
PIERRE SD 57501-5070
(605)773-3595
FAX (605) 773-6454
MAURICE C. CHRISTIANSEN, CPA 
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Dale R, Atherton, Vice President
Peer Review Division, File 3260
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, New Jersey 07311-3881
RE: Response to Proposed Statement on Quality Control Standards, System of Quality 
Control for a CPA Firm's Accounting and Auditing Practice
On page 12 of the Exposure Draft, paragraph 14.a. should, in my opinion, be revised as 
follows:
a. Undertakes only those engagements that the firm expects it can complete with 
professional competence.
I believe this change will allow a firm more latitude in undertaking engagements for 
which it may not consider itself to be competent, but which the firm expects it will be 
able to develop competence through study, use of consultants, or other means.
Sincerely,
Jerald C. Wulf, CPA 
Director of External Audits
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201 P la z a  T h r e e
J e r s e y  C i t y ,  N . J .  0 7 3 1 1 -3 8 8 1
G e n tle m e n :
T h i s  l e t t e r  i s  t o  r e q u e s t  a n  e x t e n s i o n  o f  a n  a d d i t i o n a l -  n i n e t y  d a y s  
t o  t h e  com m ent p e r i o d  f o r  t h e  p r o p o s e d  S t a t e m e n t  o f  Q u a l i t y  C o n t r o l  
S t a n d a r d s  D a te d  A u g u s t  1 8 , 1 9 9 5 .
I  b e l i e v e  t h a t  t h e  P r o p o s e d  S t a t e m e n t  o f  Q u a l i t y  C o n t r o l  S t a n d a r d s  
w i l l  a f f e c t  t h e  d a i l y  o p e r a t i o n s  a n d  p r a c t i c e  o f  C P A 's  v e r y  
s u b s t a n t i a l l y  a n d  t h a t  t h e  n i n e t y  d a y  com m ent p e r i o d  i s  i n s u f f i c i e n t  
t o  a d d r e s s  a l l  t h e  c o n c e r n s  v i a  d i s c u s s i o n  w i t h  o t h e r  s i m i l a r - m i n d e d  
p r a c t i t i o n e r s .  I  am r e q u e s t i n g  t h e  e x t e n s i o n  b o t h  a s  a n  i n d i v i d u a l  
m em ber a n d  a s  a  c o m m it te e  m em ber o f  t h e  M ass . S o c i e t y  o f  C P A 's  S m a ll  
F irm  A d v is o r y  C o m m itte e .
O ur c o m m it te e s  d o  n o t  m e e t o f t e n  e n o u g h  t o  c o m p o r t w i t h  y o u r  n i n e t y  
d a y  p e r i o d .  C o m m itte e s  m e e t o n c e  p e r  m o n th  a n d  we s i m p l y  n e e d  m o re  
t im e  t o  c o o r d i n a t e  a n d  r e s p o n d  i n  a n  i n t e l l i g e n t  f a s h i o n .
G iv e n  t h e  s i g n i f i c a n c e  o f  t h  S t a t e m e n t  a n d  s i g n i f i c a n c e  o f  t h e  
i s s u e s ,  I  b e l i e v e  a n  e x t e n s i o n  o f  t im e  i s  b o t h  n e c e s s a r y  a n d  
e q u i t a b l e  t o  t h e  m em b ers  who w i l l  b e  s e v e r e l y  a f f e c t e d .
I f  y o u  h a v e  a n y  q u e s t i o n s  r e g a r d i n g  my l e t t e r ,  k i n d l y  c o n t a c t  me a t  
t h e  a b o v e  a d d r e s s  o r  n u m b e r a t  a n y  t i m e .
V e r y  t ruly os,
Roy S . S c h r e i b e r
I n d i v i d u a l l y  a n d  a s  a  M em ber 
S m a ll  F irm  A d v is o r y  C o m m itte e  
M ass . S o c i e t y  o f  C P A 's
CER TIFIED  PU BLIC A C C O U N T A N T
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on the
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Pos ition Paper on the Proposed Statement on Quality Control
S tandards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice”
 
On Augu s t 18, 1995, the American Institute of Certified Public Accountant's Auditing 
Standards Board in collaboration with the Joint Task Force on Quality Control Standards, 
released an exposure draft, aimed at replacing in its entirety, Statement on Quality 
Control Standards #1. The joint task force is comprised of representatives of the 
Auditing Standards Board, Practice Monitoring Committees, the Management Consulting 
Services Executive Committee, the Personal Financial Planning Executive Committee, 
and the Tax Executive Committee.
The Auditing Standards Board states that the new standards are necessary to provide 
a CPA firm with improved guidance for establishing a quality control system for it’s 
accounting and auditing practice.
The proposed general standard redefines a firm’s accounting and auditing practice to 
include all audit, attest, and accounting and review services and replaces the nine 
current el ements of quality control with five broad elements.
\Ne applaud the Auditing Standards Board (ASB) for assembling individuals with broad 
backgrounds to address the issue of quality standards. We believe that it is appropriate 
to included services performed under Statements of Standards for Attestation Services 
within t he scope of quality standards. Moreover, we believe that the time has come to 
bring existing quality standards in tune with contemporary thought on the issue.
Essential to the analysis of the proposed standard is an analysis of potential benefits and 
detriments of the proposal. Integral however to the discussion, is the identification of the 
parties and potential parties who may benefit or suffer under the proposal, and how their 
respective interests may compete.
Our Code of Professional Conduct draws a distinction between, CPAs and the public. 
It discusses the manner in which competing interests might be resolved, and where they 
cannot be compromised, the order in which they shall prevail.
We are Certified Public Accountants. The distinguishing mark of our profession is our 
acceptance of responsibility to the public. As members of the AICPA, we assume an 
obligation of self-discipline above and beyond the requirements of law and regulation. 
We have an unswerving commitment to honorable behavior, even at the sacrifice of 
personal a dvantage We perform an essential role in society. We have a continu ing 
respondib ility to maintain the public’s confidence.
The public consists of clients, credit grantors, governments, employers, investors, the 
November 16, 1995 Page 3.
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business and financial community, and others who rely on the objectivity and integrity of 
certified public accountants to maintain the orderly function of commerce. The public 
interest the collective well-being of the community. The public expects us to discharge 
our responsibilities with integrity, objectivity, due professional care, and all, with a 
genuine inerest in serving the public. They expect quality services provided in a manner 
that demonstrates a level of professionalism consistent with a commitment to high 
standards.
We recognize that in discharging our professional responsibilities, we may encounter 
conflicting pressures from among these groups. Most importantly, in resolving those 
conflicts we need always to act with integrity, and be guided by the understanding that 
when we  fulfill our responsibility to the public, the interests of clients’ are best served.
It is with these thoughts in mind, that we review the proposed changes to Quality Control 
Standards and Practice Monitoring programs, approved in the late 1970s and early 
1980s, which were established as a means of reassuring the public, clients, credit 
grantors governments, employers, investors, the business and financial community, that 
Certified Public Accountants were serious about performing their services in accordance 
with high standards. CPAs would monitor our peers and remedy deficiencies, in an effort 
to provide only the highest quality services to the public. In the 15 years since the 
American Institute of Certified Public Accountants adopted this posture, it has been so 
overwhelmingly successful, that many states, as a condition of licensing, require all 
CPAs, members and non-members of the AICPA alike, to participate in quality review 
programs administered under the auspices of the AICPA. This, in the view of our 
committe e, is strong evidence of the confidence, voiced through the various State Boards 
of Accountancy, that our profession moved in the right direction. Consequently, we 
believe that the ASB is well advised to move cautiously when revising the standards 
which evidently have been so instrumental in achieving such a high level of public 
confidence.
Our committee is opposed to two major components of the proposed revision of the 
existing quality standards. First, we believe that narrowing the scope of quality standards 
is inappropriate. Second, the defining or redefining of "Independence," "Integrity," and 
"Objectivity" in addition to or in place of the present Code of Conduct is extraordinarily 
dangerous and unnecessary.
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wing the ScopeNorro :
C u rre n t  S tatem ent of Quality 
Control Standards
Proposed Statement of Quality 
Control Standards
Quality c ontrol for a CPA firm, as 
referred to in this statement, applies to 
al, auditing and accounting and review 
services for which professional standards 
have bee n established.
Page 9, Paragraph 2 et seq.
... this Statement provides that a CPA 
firm shall have a system of quality 
control for its accounting and auditing 
practice. Accounting and auditing 
practice refers to all audit, attest, and 
accounting and review services for which 
standards have been established by the 
A1CPA Auditing Standards Board or the 
AICPA Accounting and Review Services 
Committee under rules 201 and 202 of 
the AICPA Code of Professional 
Conduct. Professional standards may 
also be established by other AICPA 
se n io r te c h n ic a l c o m m itte e s ; 
engagements that are performed in 
accordance with those standards are not 
encompassed in the definition of an 
accounting and auditing practice.
What is the difference ?
The AlCPA Council and each of the senior technical committees of the AlCPA, including 
the Auditing Standards Board and Accounting and Review Services Committee, have 
promulgating authority beyond that which is described in Rules 201 and 202, under other 
rules contained in the Code of Professional Conduct and Bylaws. This narrow definition 
of an accounting and auditing practice essentially allows these committees additional 
authority  that is potentially beyond the scope of their particular expertise, that is, a 
determinative authority as to whether it is appropriate to perform certain professional 
services i n accordance with quality standards.
November 16, 195 Page 5.
November 16, 1995 Page 5.
Position Paper on the Proposed Statement on Quality Control 
Stan dards entitled "System of Quality Control for CPA Firm’s
 Accounting and Auditing Practice"
Our committee believes that inasmuch as existing quality standards have served the 
public by e ncompassing the entirety of the standards promulgated by those bodies, there 
is no public interest served by allowing those bodies to promulgate future standards that 
are not encompassed by quality standards.
We believe  that this additional authority is extraordinarily dangerous. We are concerned 
that as standards are established which are not required to conform to quality standards, 
they will u ltimately diminish the effectiveness of existing Quality Review and Practice 
Monitoring programs which currently enjoy a high degree of public confidence.
We also b elieve, that in the future, as in the past, there will from time to time, be 
proposals  for new accounting, auditing and reporting standards which will enjoy 
insignificant amounts of support in the profession and among the public. We believe that 
such proposals, under existing standards, are routinely not adopted. We believe that 
providing the ability to exempt certain proposals from quality standards, will allow well- 
intention d but misguided minority interests within the profession to obtain the necessary 
marginal support required to establish otherwise flawed standards. It is inconceivable 
in the mind of our committee that the establishment of standards for which there is not 
a clear consensus, could possibly serve the interest of the public or profession.
Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
Independence:
  Current Code of 
Professional Conduct
Proposed Statement of 
Quality Control Standards
Article I Paragraph .03 Page 11, Item a.
For a member in public practice, the 
mainten a ce of objectivity and 
independence requires a continuing 
assessment of client relationships and 
public responsibility. Such a member 
who provides auditing and other 
attestatio n services should be 
independent in fact and appearance. In 
providing all other services, a member 
should maintain objectivity and avoid 
conflicts o f interest.
Independence encompasses an 
impartiality that recognizes an obligation 
for fairness not only to management and 
owners of a business but also to those 
who may otherwise use the firm’s report. 
The firm and its personnel must be free 
from any obligation to or interest in the 
client, its management, or its owners.
What is the difference ?
There is  no longer any reference to "public responsibility." There is no longer a 
reference to the "appearance of independence."
By choosing this wording the ASB appears to be diluting a standard with which we have 
been so closely associated for many years. It is clear in the mind of our committee that 
we are professionals licensed by the public. We are beholden and subservient to the 
public and the public interest. We are opposed to any attempt to erode standards which 
would challenge the trust placed in us by the public.
The committee recommends using only a reference to the appropriate article of the Code 
of Conduct, rather that the rewrite of the definition.
Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice" 
Integrity:
Article I
Current Code of 
professional Conduct
I  Paragraph .02
Integrity  requires a member to be, 
among other things, honest and candid 
within t he constraints of client 
confidentiality. Service and the public 
trust should not be subordinated to 
personal gain and advantage. Integrity 
can accommodate the inadvertent error 
and the  honest difference of opinion; it 
cannot accommodate deceit or 
subordination of principle.
Proposed Statement of 
Quality Control Standards
Page 11, Item b.
Integrity requires personnel to be honest 
and candid with the restraints of client 
confidentiality. Service and the public 
trust should not be subordinated to 
personal gain and advantage.
What is the difference ?
Notice that the last sentence of the definition of integrity has been removed. While we 
do not believe that the ASB intended to allow members to engage in deceitful behavior, 
we believe that the silence with respect to deceit and subordination of principles, the fact 
that it is different implies that there is something that should be changed in the Article 
III, and may lead to confusion.
Integrity i s the element of character which is fundamental to our professional recognition. 
It is the quality from which the public trust derives. The public expects a higher standard 
of excellence from us. They expect us to act in their interest, by acting always with 
integrity and by always providing quality services in accordance with acceptable 
standards.
The committee recommends using only a reference to the appropriate article of the Code 
o f C onduct, ra ther than the rewrite of the definition.
Objectivity:
Positio n  Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
___  Accounting and Auditing Practice" ___________
Article IV
Current Code of Professional Conduct
Paragraph .01
Proposed Statement of 
Quality Control Standards
Page 11, Item c.
Objectivity is a state of mind, a quality 
that lend  value to a member’s services. 
It is a distinguishing feature of the 
profession. The principle of objectivity 
imposes the obligation to be impartial, 
intellectually honest, and free of conflicts 
of interest. Independence precludes 
relationships that may appear to impair 
a member’s objectivity in rendering 
attestation services.
Objectivity is a state of mind and a 
quality that lends value to a firm’s 
services. The principle of objectivity 
imposes the obligation to be impartial, 
intellectually honest, and free of conflicts 
of interest.
What is the difference ?
Note in the first sentence, the reference is to the firm's services versus the individual 
members. Does this imply that only the firm as a whole needs to be objective? This 
suggests that individuals with non-objective views may contribute to a firm’s opinion, 
provided that the firm’s opinion as a whole is objective. Is that possible? The last 
sentence of the definition of objectivity has been removed entirely. This implies that it 
would be permissible to have non-objective individuals involved in the decision making 
process
We do not believe that a ’’macro” definition of objectivity is appropriate. It suggests that 
CPA firm in the broadest sense, formulate opinions about the financial information we 
audit, review or compile. While this is conceptually true with respect to legal liability, we 
are con v ic ed that ultimately, it is the individual(s), singularly and collectively, which 
formulate s uch opinions, and that they, the ind iv idua l(s) who must be objective
Position Paper on the Proposed Statement on Quality Control
Standards entitled "System of Quality Control for CPA Firm’s
Accounting and Auditing Practice"
Relationship to the Other Senior 
Technical Committees:
The proposed Quality Control Standard, would specifically cover only those Accounting 
and Auditing services for which standards have been established under Rules 201 and 
202 of the Code of Conduct, whereas previously, quality standards had much more broad 
coverage. The original intent and wording should not be reduced in scope.
We would like to caution the ASB that the Accounting and Review Services Committee 
is already considering a proposed amendment to Statements of Standards for Accounting 
and Review Services, "Assembly of Financial Statements for Internal Use Only," which 
in the view of ARSC would create a level of reporting services which would fall outside 
of the scope of the Statements on Quality Control Standards.
Conclusions:
The prpoosed replacement of Statements on Quality Control Standards must not be 
completed until the following matters have been resolved:
- There are clear differences in the definitions of Independence, Integrity and 
Objectivity, between the existing Code of Profession Conduct and the proposed new 
quality standard. We do not believe that the creation of such confusion and 
contradictions between professional standards should be allowed. The resulting 
confusion does not further the interests of the public or the profession. Rather than 
redefine t erminology that has already been defined, this statement should refer to the 
definitions in the Code of Professional Conduct for definitions.
- Inasmuch as the no member of the Joint Task Force who worked with the ASB to 
formulate this standard, represents the Professional Ethics Committee, we believe it is 
not appropriate to complete consideration of this standard until an appropriate review 
of the proposal is conducted by the AlCPA Professional Ethics Committee.
Position Paper on the Proposed Statement on Quality Control 
Sta n dards entitled "System of Quality Control for CPA Firm’s 
______ _________ Accounting and Auditing Practice"________________
■ The comment period on the proposed Statement of Standards on Accounting and 
Review Services entitled "Assembly of Financial Statements for Internal Use Only," 
closes on  December 31, 1995. We believe that the proposed new standard, if 
adopted represents a significant change in the nature of the services provided by 
CPAs, and consequently, should be considered by the ASB prior to adopting any 
resolution with respect to this proposed standard.
- We not believe that it is appropriate to exempt any portion of an accounting 
and auditing practice from quality standards because it will lead to the erosion of 
public confidence in CPAs. We believe that the original definition of coverage is still 
appropriate.
JOSEPH F. O 'BRIEN, P. C.
A c c o u n ta n t  
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November 17, 1995
Dale R. Atherton, Vice President 
Peer Review Division, File 3260 
AICPA, Harborside Financial Center 
201 Plaza Three
Jersey City, New Jersey 07311-3881
Ladies and Gentlemen:
I have studied the proposed Statement on Quality Control Standards issued by the 
Auditing Standards Board, at great length.
I believe that there are several matters contained with the exposure draft which are 
significant, inasmuch as Quality Standards are an integral part of the day to day activity 
of each and every CPA and CPA firm. I believe that the public, through the various state 
Boards of Accountancy, has expressed their confidence in our existing Quality 
Standards, evidenced by the ever growing number of states which now or will shortly 
require a Quality Review as a condition of licensing. Therefore, I believe it is appropriate 
to move extraordinarily deliberately when changing a standard which enjoys a high 
degree of public confidence.
Since it is the states that ultimately administer the Quality Control Program, I have been 
working with the New Hampshire Society of CPAs, to express my concerns through 
them. However, the New Hampshire State Society has specific procedural requirements 
that must be adhered to and most committees only meet once a month. One can easily 
see that in this kind o f environment, ninety days is hardly enough time for a member to 
bring an issue before a committee, and then for a committee to request advise from 
another committee and get feed back to properly evaluate and respond to an issue.
I applaud the Auditing Standards Board for assembling individuals with broad 
backgrounds to address the issue of quality standards. I believe that it is appropriate 
to included services performed under Statements of Standards for Attestation Services 
within the scope of quality standards. Moreover, I believe that the time has come to 
bring existing quality standards in tune with contemporary thought on the issue.
However, I have concerns which I believe require a great deal more deliberation. There 
are two major components of the proposed revision of the existing quality standards to 
which I am opposed. First, I believe that the attempt to narrow the scope of quality 
standards is inappropriate. Secondly, the attempt to redefine "Independence," "Integrity,"
and "Objectivity" is extraordinarily dangerous.
There are clear differences in the definitions of Independence, Integrity and Objectivity, 
between the existing Code of Profession Conduct and the proposed new quality 
standard. I do not believe that the creation of such confusion and contradictions 
between professional standards should be allowed. The resulting confusion does not 
further the interests of the public or the profession.
I also understand that no member of the Joint Task Force who worked with the ASB to 
formulate this standard, represents the Professional Ethics Committee. I believe it is 
appropriate to defer further consideration of this standard until an appropriate review of 
the proposal is conducted by our Professional Ethics Committee.
I also understand that the Auditing Standards Board, frequently does not act upon an 
exposure draft immediately upon the closure of the comment period, evidenced by the 
significant number of outstanding exposure drafts before the ASB, some dating back into 
the late 1980s and early 1990s.
It is with the foregoing in mind, that I respectfully request that the ASB hold the comment 
period for this exposure draft open for an additional 180 days so that I, and the 
committees with which I am working, might more fully consider the proposal, and 
formulate a more appropriate response.
Very truly yours,
Joseph F. O’Brien, President 
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D a le  R . A t h e r t o n ,  V ic e  P r e s i d e n t
P e e r  R e v ie w  D i v i s i o n ,  F i l e  3260
A m e r ic a n  I n s t i t u t e  o f  CPAs
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RE: E x p o s u r e  D r a f t s  o f  P r o p o s e d  S t a t e m e n t s  o n  Q u a l i t y  C o n t r o l  S t a n d a r d s
D e a r  M s. A t h e r t o n :
E n c l o s e d  p l e a s e  f i n d  o u r  co m m en ts  o n  t h e  e x p o s u r e  d r a f t s  o f  P r o p o s e d  S t a t e m e n t s  o n  
Q u a l i t y  C o n t r o l  S t a n d a r d s .
A f t e r  t h e  S o c i e t y ' s  P e e r  R e v ie w  E x e c u t i v e  C o m m itte e  c o m p le t e d  i t s  co m m en t l e t t e r ,  we 
w e re  a p p r o a c h e d  b y  a  g r o u p  o f  s m a l l  f i r m  p r a c t i t i o n e r s  who e x p r e s s e d  s i g n i f i c a n t  
c o n c e r n s  w i t h  r e s p e c t  t o  c e r t a i n  a s p e c t s  o f  t h e s e  e x p o s u r e  d r a f t s .  R e p r e s e n t a t i v e s  
o f  t h i s  g r o u p  r e q u e s t e d  a n d  h a v e  b e e n  g r a n t e d  t h e  o p p o r t u n i t y  t o  p r e s e n t  t h e i r  
c o n c e r n s  t o  m any o f  t h e  S o c i e t y ' s  t e c h n i c a l  c o m m i t t e e s  i n c l u d i n g  o u r  c o m m i t t e e .
We h e l d  a  m e e t i n g  w i t h  t h e  r e p r e s e n t a t i v e s  o f  t h i s  g r o u p  o n  N o v em b er 1 4 , 1 9 9 5  a t  w h ic h  
t im e  we h e a r d  v e r y  p e r s u a s i v e  a r g u m e n ts  f o r  c e r t a i n  o f  t h e i r  p o s i t i o n s  o n  t h e  e x p o s u r e  
d r a f t s .  We b e l i e v e  t h i s  g r o u p  h a s  r a i s e d  som e s i g n i f i c a n t  i s s u e s  a n d  c o n c e r n s  w h ic h  
w a r r a n t  f u r t h e r  c o n s i d e r a t i o n  n o t  o n l y  b y  o u r  c o m m i t t e e ,  b u t  m o re  i m p o r t a n t l y  b y  t h e  
A u d i t i n g  S t a n d a r d s  B o a r d .  S in c e  t h e  d e a d l i n e  f o r  r e s p o n d i n g  t o  t h e  e x p o s u r e  d r a f t s  
i s  N o v em b er 2 0 , 1 9 9 5 , we f e l t  i t  t o  b e  i m p o r t a n t ,  a t  a  m in im um , t o  s u b m i t  o u r  co m m en ts  
a s  p r e s e n t l y  d r a f t e d  a n d  t o  r e s p e c t f u l l y  r e q u e s t  t h e  B o a rd  t o  e x t e n d  t h e  com m en t 
p e r i o d  o n  t h e s e  e x p o s u r e  d r a f t s  t o  a l l o w  o u r  c o m m it te e  a n d  o t h e r  i n t e r e s t e d  p a r t i e s  
w i t h i n  t h e  p r o f e s s i o n  a d d i t i o n a l  t im e  f o r  d u e  p r o c e s s  i n  c o n s i d e r i n g  t h e s e  p r o p o s e d  
s t a n d a r d s .  I n s o m u c h  a s  " t a x  s e a s o n ” i s  a l r e a d y  e s s e n t i a l l y  u p o n  u s ,  we a r e  r e q u e s t i n g  
t h a t  t h e  com m en t p e r i o d  b e  e x t e n d e d  u n t i l  J u n e  3 0 , 199 6  t o  a l l o w  a d e q u a t e  t im e  t o  
a d d r e s s  t h e s e  m a t t e r s . We b e l i e v e  t h i s  r e q u e s t  t o  b e  r e a s o n a b l e  i n  l i g h t  o f  t h e  
J a n u a r y  1 ,  199 7  e f f e c t i v e  d a t e  o f  t h e  p r o p o s e d  s t a n d a r d s .
D a le  R . A t h e r t o n  
N o v em b er 1 6 , 1 9 9 5  
P a g e  2
We a p p r e c i a t e  t h e  B o a r d 's  c o n s i d e r a t i o n  o f  o u r  r e q u e s t  a n d  t h e  o p p o r t u n i t y  t o  
p a r t i c i p a t e  i n  t h e  A IC P A 's  d u e  p r o c e s s  p r o c e d u r e s .
V e ry  t r u l y  y o u r s ,
J a y  J .  K a u fm a n , C h a ir m a n
P e e r  R e v ie w  E x e c u t i v e  C o m m itte e  
M a s s a c h u s e t t s  S o c i e t y  o f  C e r t i f i e d
P u b l i c  A c c o u n t a n t s
T hom as J .  V o c a t u r a ,  C h a irm a n  
A c c o u n t in g  P r i n c i p l e s  a n d
A u d i t i n g  P r o c e d u r e s  C o m m itte e  
( S e n i o r  T e c h n i c a l  C o m m it te e )
M a s s a c h u s e t t s  S o c i e t y  o f  C e r t i f i e d  
P u b l i c  A c c o u n t a n t s
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N o v em b er 1 ,  1 9 9 5
D a le  R . A t h e r t o n ,  V ic e  P r e s i d e n t
P e e r  R e v ie w  D i v i s i o n ,  F i l e  3260
A m e r ic a n  I n s t i t u t e  o f  CPAs
H a r b o r s i d e  F i n a n c i a l  C e n t e r
2 0 1  P l a z a  T h r e e
J e r s e y  C i t y ,  NJ 0 7 3 1 1 -3 8 8 1
RE: E x p o s u r e  D r a f t s  o f  P r o p o s e d  S t a t e m e n t s  o n  Q u a l i t y  C o n t r o l  S t a n d a r d s
D e a r  M s. A t h e r t o n :
T h e  P e e r  R e v ie w  E x e c u t i v e  C o m m itte e  o f  t h e  M a s s a c h u s e t t s  S o c i e t y  o f  CPAs c o n s i s t s  o f  
e l e v e n  m em b ers  w ho a r e  a f f i l i a t e d  w i t h  a c c o u n t i n g  f i r m s  o f  v a r i o u s  s i z e s .  T he 
C o m m itte e  o v e r s e e s  t h e  a c t i v i t i e s  o f  t h e  M a s s a c h u s e t t s  S o c i e t y  o f  CPAs P e e r  R e v ie w  
A c c e p ta n c e  B o a r d  w h ic h  c o n s i s t s  o f  t w e n t y - s i x  m em b ers  who a r e  a l s o  a f f i l i a t e d  w i t h  
a c c o u n t i n g  f i r m s  o f  v a r i o u s  s i z e s .  T he C o m m itte e  h a s  r e v i e w e d  a n d  d i s c u s s e d  t h e  
E x p o s u r e  D r a f t s ,  " S y s te m  o f  Q u a l i t y  C o n t r o l  f o r  a  CPA F i r m 's  A c c o u n t i n g  a n d  A u d i t i n g  
P r a c t i c e "  a n d  " M o n i t o r i n g  a  CPA F i r m 's  A c c o u n t in g  a n d  A u d i t i n g  P r a c t i c e . "  We b e l i e v e  
t h e  p r o p o s e d  s t a n d a r d s  a r e  v e r y  g o o d  a n d  r e p r e s e n t  a  s i g n i f i c a n t  im p r o v e m e n t  o v e r  t h e  
p r e s e n t  s t a n d a r d s .  O u r co m m en ts  a r e  su m m a r iz e d  b e lo w .  T he  v ie w s  e x p r e s s e d  i n  t h i s  
co m m en t l e t t e r  a r e  s o l e l y  t h o s e  o f  t h e  C o m m itte e  a n d  do  n o t  r e f l e c t  t h e  v ie w s  o f  t h e  
o r g a n i z a t i o n s  w i t h  w h ic h  t h e  C o m m itte e  m em bers a r e  a f f i l i a t e d .
P r o p o s e d  S t a t e m e n t  o n  S y s te m  o f  Q u a l i t y  C o n t r o l  f o r  a  CPA F i r m 's  A c c o u n t in g  a n d  
A u d i t i n g  P r a c t i c e . "
P a r a g r a p h  1 2 . c .
I t  i s  n o t  c l e a r  t o  t h e  C o m m itte e  i f  t h i s  i t e m  i s  m e a n t  t o  e x p a n d  t h e  AICPA CPE 
r e q u i r e m e n t s  t o  a l l  p e r s o n n e l ,  w h e th e r  o r  n o t  t h e y  a r e  CPA s. T he  p a r a g r a p h  r e q u i r e s  
p e r s o n n e l  t o  f u l f i l l  t h e  a p p l i c a b l e  c o n t i n u i n g  p r o f e s s i o n a l  e d u c a t i o n  r e q u i r e m e n t s  o f  
t h e  AICPA . T h e  d e f i n i t i o n  o f  p e r s o n n e l  i n  f o o t n o t e  4  o n  p a g e  9 i n c l u d e s  i n d i v i d u a l s  
p e r f o r m i n g  p r o f e s s i o n a l  s e r v i c e s  "w h e th e r  o r  n o t  t h e y  a r e  C PA s" .  T he  C o m m itte e  i s  n o t  
s u r e  how  t o  i n t e r p r e t  " a p p l i c a b l e "  i n  l i g h t  o f  t h e  p h r a s e  " w h e th e r  o r  n o t  t h e y  a r e  
C P A s" . T he  q u e s t i o n  o f  who h a s  t o  h a v e  w h a t CPE h a s  b e e n  a  s o u r c e  o f  c o n f u s i o n  am ong 
t h e  v a r i o u s  p r o g r a m s  i n  t h e  p a s t ,  a n d  we w o u ld  n o t  w a n t  t o  i n t r o d u c e  a  new  s o u r c e  o f  
c o n f u s i o n .  We s u g g e s t  t h e  w o r d in g  o f  1 2 . c .  e x p l i c i t l y  s t a t e  w h e t h e r  t h e  r e q u i r e m e n t s  
a p p l y  t o  n o n  CPAs f o r  f i r m s  t h a t  a r e  n o t  m em bers o f  t h e  D i v i s i o n  f o r  F i r m s .
D a le  R . A t h e r t o n  
N o v em b er 1 ,  1 9 9 5  
P a g e  2
I f  a n  e x p a n s i o n  o f  t h e  CPE r e q u i r e m e n t  i s  i n t e n d e d ,  i t  w i l l  b e  a  s u b s t a n t i a l  c h a n g e  
f o r  f i r m s  t h a t  w e re  i n  t h e  Q u a l i t y  R e v ie w  p r o g r a m  i n  w h ic h  CPE r e q u i r e m e n t s  w e re  
a p p l i c a b l e  o n l y  t o  t h e  CPAs i n  a  f i r m .  S m a l l  f i r m s  h a v e  o f t e n  e x p r e s s e d  c o n c e r n s  
a b o u t  t h e  c o s t  o f  CPE u n d e r  t h e  p r e s e n t  r u l e s  a n d  w o u ld  u n d o u b t e d l y  b e  u p s e t  w i t h  a n  
e x p a n s i o n  o f  t h e  n u m b e r  o f  p e o p l e  s u b j e c t  t o  CPE r e q u i r e m e n t s .
P r o p o s e d  S t a t e m e n t  o n  M o n i to r in g  a  CPA F i r m ’ s  A c c o u n t in g  a n d  A u d i t i n g  P r a c t i c e
P a r a g r a p h  6
T h e  C o m m itte e  i s  c o n c e r n e d  t h a t  t h i s  i t e m  r e s t r i c t s  t h e  p e r f o r m a n c e  o f  e n g a g e m e n t  
r e v i e w s  t o  m a n a g e m e n t p e r s o n n e l .  We do  n o t  t h i n k  t h e  c u r r e n t  g u i d a n c e  h a s  t h a t  
r e s t r i c t i o n  ( s e e  PRP 1 0 ,0 0 0 .0 9  a n d  . 1 0 ) .  We b e l i e v e  t h a t  a  p r o p e r l y  s u p e r v i s e d  
s u p e r v i s o r  o r  e v e n  s e n i o r  l e v e l  a c c o u n t a n t s  s h o u l d  b e  a l l o w e d  t o  p e r f o r m  c e r t a i n  
e n g a g e m e n t  r e v i e w s .
T he  C o m m itte e  a l s o  b e l i e v e s  t h a t  a  s e n t e n c e  s h o u l d  b e  a d d e d  t o  t h e  e n d  o f  p a r a g r a p h  
6 s a y i n g ,  " I n  a d d i t i o n ,  t h e  f i r m  may f i n d  i t  b e n e f i c i a l  t o  e n g a g e  a  q u a l i f i e d  
i n d i v i d u a l  f r o m  o u t s i d e  t h e  f i r m  t o  p e r f o r m  i n s p e c t i o n  p r o c e d u r e s . "  We m ake t h i s  
s u g g e s t i o n  s i n c e  m any o f  o u r  C o m m itte e  m em bers h a v e  p e r f o r m e d  p e e r  r e v i e w s  a n d  h a v e  
f o u n d  t h a t  i n t e r n a l  i n s p e c t i o n s  do  n o t  a lw a y s  u n c o v e r  d i s c l o s u r e  a n d  o t h e r  
d e f i c i e n c i e s  t h a t  o t h e r w i s e  m ig h t  h a v e  b e e n  n o t e d  b y  a  q u a l i f i e d  i n d i v i d u a l  f ro m  
o u t s i d e  t h e  f i r m .
P a r a g r a p h  7
T he  C o m m itte e  b e l i e v e s  t h i s  i t e m  s h o u l d  b e  e i t h e r  e l i m i n a t e d  o r  c l a r i f i e d .  We t h i n k  
i t  i n t r o d u c e s  a  c o n c e p t  t h a t  w o u ld  b e  v e r y  d i f f i c u l t  t o  c o n t r o l  a n d  w o u ld  b e  a  s o u r c e  
o f  c o n t r o v e r s y  b e tw e e n  f i r m s  a n d  t h e i r  p e e r  r e v i e w e r s  i n  t h o s e  s i t u a t i o n s  i n  w h ic h  
f i r m s  h a v e  d e t e r m i n e d  n o t  t o  p e r f o r m  i n s p e c t i o n  p r o c e d u r e s  f o r  " c e r t a i n  a s p e c t s "  o f  
t h e  f i r m ' s  q u a l i t y  c o n t r o l  p o l i c i e s  a n d  p r o c e d u r e s .  I n  a d d i t i o n ,  we a r e  u n c l e a r  a s  
t o  t h e  i m p a c t ,  i f  a n y ,  t h a t  s u c h  a  d e t e r m i n a t i o n  w o u ld  h a v e  f o r  SECPS m em ber f i r m s  
b e c a u s e  f a i l u r e  t o  p e r f o r m  a n  i n s p e c t i o n  g e n e r a l l y  l e a d s  t o  a  q u a l i f i e d  r e p o r t .
T h e  C o m m itte e  b e l i e v e s  t h i s  p a r a g r a p h  w o u ld  b e  s u b j e c t  t o  w id e  i n t e r p r e t a t i o n  b y  f i r m s  
a n d  g i v e s  r e v i e w e r s  l i t t l e  h e l p  i n  how t o  e v a l u a t e  a  f i r m ' s  a c t i o n s .  We do  n o t  t h i n k  
t h e r e  i s  e n o u g h  d i s c u s s i o n  o f  w h a t  a s p e c t s  o f  a  f i r m ' s  QC p o l i c i e s  c o u l d  b e  s k i p p e d  
a n d  w h a t  t h e  c o m p e n s a t i n g  " o t h e r  m o n i t o r i n g  p r o c e d u r e s "  w o u ld  b e .  We do  n o t  s e e  a n y  
m o n i t o r i n g  p r o c e d u r e s  l i s t e d  i n  p a r a g r a p h  7 t h a t  w o u ld  a p p e a r  t o  b e  a d e q u a t e  
s u b s t i t u t e s  f o r  i n s p e c t i o n  p r o c e d u r e s .
We t h i n k  t h a t  t h e  p r o c e s s  f o r  u s i n g  p o s t - i s s u a n c e  r e v i e w s  o f  e n g a g e m e n ts  p r o v i d e s  
s u f f i c i e n t  f l e x i b i l i t y  f o r  s m a l l e r  f i r m s  t o  b e  a b l e  t o  c o s t  e f f e c t i v e l y  c o m p ly  w i t h  
i n s p e c t i o n  r e q u i r e m e n t s .
I n s p e c t i o n  h a s  b e e n  a  s o u r c e  o f  f r u s t r a t i o n  f o r  som e t im e  i n  t h e  a d m i n i s t r a t i o n  o f  
p e e r  a n d  q u a l i t y  r e v i e w s .  We h o p e  t h a t  t h e  new  s t a n d a r d s  d o  n o t  c o n t i n u e  t h a t  
t r a d i t i o n .
D a le  R . A t h e r t o n  
N o v em b er 1 ,  199 5  
P a g e  3
T he C o m m itte e  a p p r e c i a t e s  t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  t h e  A IC P A 's  d u e  p r o c e s s  
p r o c e d u r e s  a n d  h o p e  t h a t  o u r  co m m en ts  a r e  h e l p f u l  t o  t h e  AICPA i n  i t s  d e l i b e r a t i o n s .  
V e ry  t r u l y  y o u r s ,
J a y  J .  K a u fm a n , C h a irm a n
P e e r  R e v ie w  E x e c u t i v e  C o m m itte e  
M a s s a c h u s e t t s  S o c i e t y  o f  C e r t i f i e d
P u b l i c  A c c o u n t a n t s
T hom as J .  V o c a t u r a ,  C h a irm a n  
A c c o u n t in g  P r i n c i p l e s  a n d  
A u d i t i n g  P r o c e d u r e s  C o m m itte e  
( S e n i o r  T e c h n i c a l  C o m m itte e )  
M a s s a c h u s e t t s  S o c i e t y  o f  C e r t i f i e d  
P u b l i c  A c c o u n t a n t s
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Message:
PLEASE CONSIDER EXTENDING THE COMMENT. DATE O N THE  PROPOSED STATEMENT
-ON QUALITY CONTROL— STANDARDS #1 -FOR 90  DAYS.
THANK YOU FOR YOUR CONSIDERATION.
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addressee, note that any disclosure, photocopying, distribution or other use o f the contents o f this information 
is strictly forbidden. I f you have received this information in error, please call us (collect) immediately at 
(508) 999-4548 so th a t we may arrange for the retrieval of the original documents a t no cost to you.
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November 16, 1995
Dale R. Atherton, Vice President
Peer Review Division, File 3260
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311 -3881
Re: Proposed Statements on Quality Control Standards, "System of Quality
Control for a QPA Firm’s Accounting and Auditing Practice” and "Monitoring 
a CPA Firm’s Accounting and Auditing Practice”
Dear Ms. Atherton:
The New York State Society of Certified Public Accountants is pleased to submit its 
comments on the above exposure draft. The comments were developed by the Peer 
Review Committee.
The Committee is in genera, agreement with the two proposed Statements on 
Quality Control Standards. The following are comments and suggestions on several 
aspects of the exposure draft.
Monitoring
The majority of the Committee favors more specific guidance on how a small 
practitioner can critically review his or her own performance in satisfying this aspect of 
quality control. Perhaps the ASB can provide additional practice aids, case studies, 
examples, etc. in this connection.
The ASB should also expand the discussion concerning instances when self- 
monitoring is not effective and provide examples of those instances when an independent 
inspection might be appropriate.
Acceptance and Continuance of Clients
The Committee believes this aspect of quality control to be the touchstone for all 
other elements of an effective quality control system.
Certain members of the Committee encourage the ASB to require a written (rather 
than oral) understanding with a client regarding the nature, scope, and limitations of the 
services to be performed.
If you have any questions regarding these comments, please let us know and we 
will arrange for someone from the Committee to contact you.
Very truly yours,
V , 
Chairman, Peer Review Committee
Walter M. Primoff, CPA 
Director, Professional Programs
cc: Accounting and Auditing Committee Chairs
EXPOSURE DRAFT
PROPOSED STATEMENTS ON QUALITY CONTROL STANDARDS
SYSTEM OF QUALITY CONTROL FOR A CPA FIRM'S 
ACCOUNTING AND AUDITING PRACTICE 
and
MONITORING A CPA FIRM’S ACCOUNTING AND AUDITING PRACTICE 
August 18, 1995
Comment Date: November 20,1995
Name and Affiliation: Peer Review Committee of the
Oregon Society of Certified Public Accountants
Comments:
SYSTEM OF QUALITY CONTROL FOR A CPA FIRM’S 
ACCOUNTING AND AUDITING PRACTICE
1. The five new elements appear to be applicable to all size firms. This may make the peer review process 
unduly time consuming and too expensive for most small firms,
2. This new statement o f quality control standards seems more complex than the currently existing one. 
Implementing the standard during the a firm’s peer review year, may be difficult (one standard applied 
during the beginning o f the year and another standard applied for the remaining part o f the year). It will 
be important that the reviewers receive information on how to treat differences between the old and new 
standards during the transition.
3. The dissemination o f information to firms on the new standards will be crucial. The AICPA may want to 
consider developing a continuing education course on the new standards, their implementation and how 
to meet the monitoring requirements.
MONITORING A CPA FIRM’S ACCOUNTING AN AUDITING PRACTICE
1. The exposure draft does not specifically address sole proprietors and should be revised to do so.
2. The exposure draft implies that a two partner firm with one tax partner would be required to have an 
external inspection. Further, a sole proprietor will be required to have management level staff perform 
the inspection, or have an external inspection, because they have the final responsibility over financial 
statements issued. This will be difficult for small firms and they may be forced into non-compliance for 
reasons such as:
—physical isolation,
—lack o f money to have an annual external inspection,
—lack o f understanding or indifference, and/or
—lack o f a network and/or expertise for trading inspection services.
3. Perhaps an alternative would be an accelerated review program for small firms who do not qualify to do 
an internal inspection. They could have a peer review every two years and loosen the strict inspection 
requirement for the o ff years.
THE OREGON SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
PO Box 4555
Beaverton, Oregon 97076-4555 
Telephone 503/641-7200 
Oregon 1-800-255-1470 
Fax (503) 626-2942
t r a n s m i t t a l
HIT THE GROUND RUNNING
Prepare for tax season with the 1995 
1040 Tax Clinic. This two-day 
program with a top-notch instructor will 
bring you the latest in legislative 
developments. Call the CPE Division 
at ext. 3 for more details.
NEW! ~
The Communicard program offers 
members discounts on a variety of 
communications products. The 
cellular telephone service (through 
Cellular One/AT&T Wireless) allows 
you to pay only for the time you use, 
with no minimum required. For more 
information, contact the Member 
Services Department.
QUESTIONS?
Finding answers to your technical 
questions may be a phone call away. 
Contact the Member Services 
Department to take advantage of the 
Peer Consulting Service.
HOT CPE ALTERNATIVE
Save time and money with the 
OSCPA's own in-house training 
program. Seminars are geared toward 
your firm’s interest and level of 
knowledge. Contact the CPE Division 
at ext. 3 for more information.
DON’T MISS...
The next Management Consulting 
Services Breakfast Series will be 
November 15 at the OSCPA from 7:30 
to 9:15 am. A panel of management 
consultants will share their "Top 10 
Consulting Nightmares.” Call Cathi 
Behrens at ext, 10 to RSVP. There is 
no cost to attendees. Anyone 
interested is welcome.
Ernst &Yo u n g  llp ■ 2000 National City Center 
1900 East 9th Street 
Cleveland, Ohio 44114-3494
■ Phone: 216 861 5000
November 20,1995
Ms. Kim M. Gibson, Technical Manager 
Auditing Standards Division, File 3260 
American institute o f Certified Public Accountants 
1211 Avenue of the Americas 
New York, New York 10036-8775
Statements on Quality Control Standards 
System of Quality Control for a CPA Firm’s 
Accounting and Auditing Practice and Monitoring 
a CPA Firm’s Accounting and Auditing Practice
Dear Ms. Gibson:
Ernst & Young LLP supports the efforts of the Auditing Standards Board to revise the 
description o f a CPA firm ’s quality control system applicable to its accounting and auditing 
practice and provide guidance on how a firm can implement the proposed monitoring element of 
a quality control system in its accounting and auditing practice as contained in the exposure draft 
Proposed Statements on Quality Control Standards, System o f Quality Control fo r  a CPA Firm's 
Accounting and Auditing Practice, and Monitoring a CPA Firm 's Accounting and Auditing 
Practice. We believe that the exposure draft provides CPA firms with improved guidance for 
establishing quality control systems for their accounting and auditing practices.
Sincerely,
California
Society
Certified
Public
Accountants
Peer
Review
Program
255 Shoreline Drive 
Redwood City, CA 
94065-1412 
(4I5) 802-2486 
FAX (415) 802-2350
November 10, 1995
Kim Gibson, Technical Manager
File 3260
Auditing Standards Division, AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
Re: Proposed Quality Control Standards, System o f  Quality Control For a  CPA Firm's 
Accounting and Auditing Practice and Monitoring a CPA Firm 's Accounting and  
A uditing Practice
Dear Ms. Gibson:
The Peer Review Committee of the California Society o f Certified Public Accountants has 
discussed the exposure drafts of the two proposed standards, dated August 18, 1995. Our 
committee has been delegated the authority to speak on behalf o f our Society on matters 
related to quality control standards. Our 21 committee members come from firms ranging 
in size from sole practitioners to large local firms. Almost half of the committee members 
belong to an AICPA practice section. Both sections are represented.
We recommend that the two proposed standards be adopted in their current form. The 
proposed new standards clarify and improve a number o f areas. First, consolidation of 
personnel-related elements reflects the inherent and often inseparable interrelationship 
among the current four elements. Second, based on discussions with firms, recasting the 
current supervision element as engagement performance should eliminate most o f the 
confusion surrounding that element. Finally, the proposed monitoring standard will 
provide needed flexibility and guidance— especially to smaller firms.
We appreciate your work on the these proposed standards.
Reed Cowan, Chair
Peer Review Committee
California Society o f Certified Public Accountants
cc: Jim Kurtz, Executive Director 
Gale Case, Society President
FILE 3260
EXPOSURE DRAFT
PROPOSED STATEMENTS ON STANDARDS ON QUALITY CONTROL STANDARDS
SYSTEM OF QUALITY CONTROL FOR A CPA FIRM’S 
ACCOUNTING AND AUDITING PRACTICE 
and
MONITORING A CPA FIRM’S ACCOUNTING AND AUDITING PRACTICE
August 18, 1995
Comment Date: November 13, 1995
Name and Affiliation: Terrence P. Regan, CPA, Member #1055725
Comments: I am opposed to the implementation of this exposure draft at this time.
Although I believe the issues are meritorious, they somewhat seem like housekeeping. I believe these issues 
should wait until significant modifications in the Quality Control Standards are required, and then implement these 
changes as a part of a required modification.
I question the necessary administrative expense to change current reference and practice materials in the Peer 
Review Program to accommodate these recommended changes.
Respond To: AICPA
Dale R. Atherton, Vice President 
Peer Review Division, File 3260 
Harborside Financial Center 
201 Plaza Three
Jersey City, NJ 07311-3881
MASSACHUSETTS SO CIETY O F  CERTIFIED PUBLIC A C C O U N TA N TS  I n c .
105 Chauncy Street, Boston, MA 02111 (617) 556-4000 FAX (617) 556-4126 Toll Free 1-800-392-6145
N o ve m b e r 2 0 ,  1995
M r .  D a le  A t h e r t o n
A I CPA
V ic e  P r e s id e n t  -  P e e r R e v ie w  
D i v i s i o n  F i l e  # 3 2 6 0
H a r b o r s id e  F i n a n c i a l  C e n te r
201  P la z a  I I I
J e r s e y  C i t y ,  N . J .  0 7 3 1 1 —3881
D e a r M r .  A t h e r t o n :
My u n d e r s t a n d in g  i s  t h a t  t h e  com m en t p e r io d  f o r  t h e  f o l l o w i n g  
tw o  p ro p o s e d  s ta n d a r d s  c lo s e s  o n  D e ce m be r 3 1 ,  1 9 9 5 .
- P r o p o s e d  S ta te m e n t  o n  S ta n d a r d s  f o r  A c c o u n t in g  a n d  
R e v ie w  S e r v ic e s  (SSAR S) e n t i t l e d  A s s e m b ly  o f  
F i n a n c i a l  S ta te m e n ts  f o r  I n t e r n a l  U se  O n ly .
- P r o p o s e d  S ta te m e n t  o n  Q u a l i t y  C o n t r o l  S ta n d a r d s  #1
On b e h a l f  o f  t h e  P r o f e s s io n a l  E t h i c s  C o m m it te e  o f  t h e  MSCPA,
I am r e s p e c t f u l l y  r e q u e s t in g  t h a t  y o u  c o n s id e r  an  e x t e n s io n  
o f  t im e  f o r  c o m m e n t. My i n i t i a l  r e a d in g  o f  th e s e  p ro p o s e d  
s t a n d a r d s  i n d i c a t e s  t h a t  t h e y  i n c lu d e  s i g n i f i c a n t  c h a n g e s  t o  
t h e  e x i s t i n g  A IC P A  Code o f  P r o f e s s io n a l  C o d e . A c c o r d i n g l y ,  I 
w o u ld  l i k e  t o  d is c u s s  t h e  p r o p o s a ls  i n  m o re  d e t a i l  w i t h  o u r  
C o m m it te e .
I f  y o u  h a v e  q u e s t io n s  o r  c o m m e n ts , I  c a n  b e s t  b e  r e a c h e d  a t  
5 0 8 - 6 6 3 - 4 9 8 0 .
V e r y  t r u l y  y o u r s ,
W i l l i a m  F .  C o n n o rs
C h a i r ,  MSCPA P r o f e s s io n a l  E t h i c s  C o m m itte e
c c : M r .  J o s e p h  F .  O 'B r ie n
MSCPA S m a ll  F ir m  A d v is o r y  C o m m itte e
M r .  T h e o d o r e  J .  F ly n n  
MSCPA E x e c u t iv e  D i r e c t o r
Exposure Draft
Proposed Statements on Quality Control Standards
Prepared by Bruce Botwin, Rudolph, Palitz LLP
I am in complete agreement with the two broad elements in the Exposure Draft.
I offer the following comments for the ASB’s consideration when issuing the Statement in 
final form.
In order to support the comment in the last paragraph o f the summary, I would suggest 
consideration o f updating the existing guidance on how to document a Quality Control System in 
order to deal with the modifications. In addition, guidance should be given on how to minimize 
changes to an existing quality control document to comply with the changes.
Consideration should be given to modifying the language in paragraph 12.d to the following:
o Personnel shall have the qualifications necessary for fulfillment o f the level o f 
responsibilities they will be called on to assume in their relative positions.
Consideration should be given to modifying the language in paragraph 18 to read:
o The nature and extent of consultation, rather than the nature o f the arrangements for 
consultation.
o Paragraph 19a should be modified to read relevance of and compliance with the 
firm’s policies and procedures and professional standards.
In regards to the Proposed Statement on Quality Control Standards - Monitoring a CPA 
Firm’s Accounting and Auditing Practice, the following suggestion should be considered:
1. Add an item (d) to paragraph 1, Compliance with professional standards.
Please feel free to contact me should you wish to discuss any of my comments and/or if  they 
require further clarification.
Exposure Draft
Proposed Statements on Quality Control Standards
Prepared by Bruce Botwin, Rudolph, Palitz LLP
Finally, I would like to commend the Task Force for an excellent job in drafting the Exposure 
Draft. I am hopeful that after the revised standards are approved, the Peer Review Board will 
address modification in the Peer Review program, including:
1. Reduction in the scope for “Small” firms which have had positive results on consecutive 
reviews and no significant change in the firm environment;
2. Cost reductions and improvements in review efficiency;
3. Greater reliance on monitoring and inspection programs to reduce peer review costs for
Firms with strong monitoring programs.
I believe the Standards revisions will make it easier to address improvements in Peer Review 
efficiency and reduction in Peer Review costs.
EXPOSURE DRAFT File 3260
PROPOSED STATEMENTS ON QUALITY CONTROL STANDARDS
SYSTEM OF QUALITY CONTROL FOR A CPA FIRM'S 
ACCOUNTING AND AUDITING PRACTICE
and
MONITORING A CPA FIRM'S ACCOUNTING AND AUDITING PRACTICE
August 18, 1995
Comment Date: November 20, 1995
Name and Affiliation:  
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SEIGNEUR & COMPANY P.C. 
1200 17th ST. STE 880____
DENVER, CO 80202-5808
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of 
this exposure draft that is of concern or interest to you. For convenience, the most significant points 
have been identified in the summary that accompanies this exposure draft.
Return this response form to the address indicated on the reverse side by the comment date.
New Jersey Society of Certified Public Accountants
November 30, 1995
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Dale R. Atherton, Vice President 
AICPA Peer Review Division, File 3260 
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Dale:
The Peer Review Executive Committee of the New Jersey Society 
of CPAs has discussed the exposure draft on quality control 
standards and has the following comments.
Regarding proposed SQCS No. 1, we do not support the revision 
of the nine elements of quality control into five broader 
elements. Although the revisions may provide a more logical 
grouping of standards, the changes are not substantive and the 
revisions will place an unnecessary cost burden to all firms 
who utilize a quality control document. In addition, all 
firms, regardless of size, will be required to re-think their 
quality control policies and procedures. We feel this will 
create additional confusion with the peer review program at a 
time when firms are ' finally beginning to understand the 
process.
We feel the proposed SQCS on Monitoring will add confusion to 
the generally misunderstood and frequently misapplied element 
of Inspection. The proposed standard appears to provide a 
"loosening" of the inspection function by providing that pre or 
post-issuance reviews can satisfy the monitoring requirement 
even if the reviewer is the same person who prepared the 
engagement. Our Committee believes that the general pre­
issuance review performed in most firms is substantially less 
effective than a review performed as part of an thorough 
inspection program, whether or not the reviewer is an 
independent person. In addition, most firms using the pre­
issuance engagement review will likely omit the annual summary 
of the results that would make the monitoring procedure 
effective from a quality control standpoint.
Our Committee believes a requirement that the inspection be 
performed in a manner similar to an "internal" peer review, 
preferably utilizing the same engagement checklists, would be 
a much more effective means of ensuring compliance with 
professional standards.
Dale R. Atherton, Vice President 
November 30, 1995 
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If you have any questions or wish to discuss this further, 
please do not hesitate to contact me.
Ronald P. Marchese, CPA
Chairperson, Peer Review Executive Committee
rlz
cc: Robert L. Garity, Executive Director
Merry1 Bauer, Assistant Executive Director
